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INTRODUCTION

The year 2024 will see the celebration of the first 20 years
of institutional life of the Liberal Network for Latin America
(RELIAL). Since the foundation of the network, one of its key
cohesive components has been — and continues to be — the
defense of liberal principles and values through study and
research. That is why most of our members are organizations
that identify themselves as think tanks, study centers, or training
institutes, with many of them coordinating their efforts with
liberal political parties within the region, which are also members
of the network.

The academic mindset of its members is one of RELIAL’s most
distinctive features. That is why, in an effort to further streng-
then that principle, we have launched the “Research at RELIAL
Permanent Seminar” project, an initiative that we hope will be
sustained over time to bring together the intellectual talent of
our members around topics that we can explore in depth with
professionalism, methodological rigor, and multidisciplinary
approaches.

Early in 2023, we decided that the first challenge we would
address would be “China’s Influence in Latin America”, an issue
that will be the subject of our research in 2023-2024. We thus
1issued a call to members having teaching experience, extensive
experience in academic research, and, of course, knowledge of
and enthusiasm for the subject matter. Considering that immer-
sing ourselves in such a broad and urgent topic would open up
a complex discussion, we decided to let the experts themselves
define the profile and nature of the first edition of the Seminar.

It would be a commonplace to claim that the results exceeded
our expectations, and that could diminish the value of what we
have produced as our first offering. However, there is no denying



that the study group we formed succeeded in building synergy,
commitment, and sustained work, making it possible to mate-
rialize a publication with six articles and an essay that not only
discusses the problems surrounding the subject matter but also
addresses new and fresh angles that will help us understand why
this situation should be of concern to us all and why it constitutes
a challenge that should be taken seriously by all liberals.

There 1s no doubt that China’s economic growth has resha-
ped global geopolitics in recent decades. Not surprisingly, in this
new landscape Latin America and the Caribbean have become
a breeding ground for the advancement of the Asian giant, not
only to build strategic diplomatic relations but also to secure a
foothold for its implicit power. As we know, China has success-
fully positioned itself as the main trading partner for most of
the countries in the region — largely favored by the prices of
raw materials and foodstuffs. But the outlook may prove to be
different today due to a slowdown in its economy. Nonetheless

— now moving closer to the point that most concerns the
Seminar — the Chinese government has become a major poli-
tical actor by leveraging its relations with the other governments
in the region, allocating substantial amounts to fund infrastruc-
ture, agriculture, and mining projects.

That said, it is not only the economic factor that worries us.
We are particularly concerned about the potential rise of an au-
thoritarian model in Latin America — namely, the authoritarian
model that the Chinese Communist Party has been successfully
establishing in China since Xi Jinping came to power as Secre-
tary General in 2012, and which it is seeking to globalize as part
of its expansionist policy, appealing to the so-called sof power.

On more than one occasion, UN member countries have
condemned in various forums and reports the crimes against
humanity committed by China. Just to mention one, let us recall
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that “...in 2022, the Office of the United Nations High Commis-
sioner for Human Rights published a report on the human rights
violations committed by the Chinese government against
Turkic Muslim communities in Xinjiang....” (Human Rights
Watch [HrRW], 2023). Indeed, Bulkhalter (2023) noted that, at the
Human Rights Council session, Beijing authorities reportedly
referred to “promoting their own vision of human rights
and bringing the UN system into line with their authoritarian
regime.”

For a member network whose top three fundamental values
are respect for Human Rights, the defense of Democracy, and
the primacy of the Rule of Law; it is of great concern that the
Chinese Communist Party government is making moves and
building relationships in our region. As liberals, and as repre-
sentatives of civil society organizations and political parties that
stand for freedom 1n all forms and expressions, we must step in
and act. The “RELIAL Permanent Research Seminar” constitutes
a first step. Getting involved with the issue to inform our societies
is the first approach we have undertaken so that we can stand up
to authoritarianism from where we stand.

This literary journey begins in Chapter 1, “The Confucius
Institute in Latin America: A Case of Implicit Authoritarian
Propaganda,” Marcos Falcone sets out to inquire whether
China is disseminating propaganda in Latin America, furthering
its foreign policy objectives and promoting its authoritarian
model. His article presents a case study that not only sheds light
on the expansion the Institute is experiencing in the region
but also reveals how it has helped the Chinese government to
successfully spread its propaganda.

Falcone’s study discusses a variety of issues and findings,
including the arbitrary manipulation of content around the
academic-cultural offerings of the Institute, because, as he notes,
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they talk about everything but politics. And another factor that
Falcone addresses with great insight i1s the “implicit” nature
of this type of authoritarian propaganda. He argues that the
propaganda operation successfully remains implicit because, as
far as we can see, there are issues that the Confucius Institute
systematically chooses not to address.

Next, in Chapter 2, “Hong Kong and China: A Possible
Future for ‘Latin America™”, Pedro Isern presents a rigorous
macroeconomic and historical inquiry based on comparative
methods. His study provides a perspective of what could happen
in the region, particularly in Uruguay, by looking at what happe-
ned with people’s freedoms in Hong Kong and highlighting the
institutional and moral costs in the medium term.

In his analysis, the author presents significant findings that
are still under-analyzed in the global political context. Using
updated indexes and data, he thus identifies correlations that we
should start to seriously consider. One of such key correlations is
the observation that the repressive strength of a regime is closely
linked to its economic prosperity, which is in turn the result of
having benefited from trade relations with liberal democracies
in the West. From this correlation, Isern rightly concludes that
open societies should not trade or interact with dictatorships
because that gives them leverage to undermine the freedoms of
small or medium-sized countries with more fragile democracies.

Then comes Chapter 3, “The oas-CELAC Strategic Compe-
tition and the Role of China,” where Alonso E. Illueca notes
that the diplomatic presence of the Republic of China goes
beyond multilateral relations, pursuing a global strategy aimed
at blunting the Inter-American order and building an alternative
one.

The author arrives at that conclusion by rigorously analyzing
the role that the oas and cerLac have played in recent years.
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In that context, he draws on facts, figures, and relevant events
to show how China has been promoting CELAC as a new key
platform and how the China-CELAC cooperation has been
strengthened under a programmatic approach that appears
to be seeking to compete with the 0as and to remove it from
the picture. Few analyses have investigated the presence of the
People’s Republic of China in the organizations and political
mechanisms within the American hemisphere, including its
strategic objectives, and thus his study makes a valuable
contribution to the discussion concerning relations and their
rules under international law.

On chapter 4, “The Role of Chinese Digital Technology in
Strengthening and Enhancing Authoritarianism in Latin Ame-
rica in the 21st Century: The Case of Venezuela”, by Pedro
Urruchurtu, who conducted his research paying particular
attention to the current trend around digital authoritarianism.
His article draws attention to the technological deployment
undertaken by China around the world, empowering authori-
tarian regimes to expand their reach and enhance their tools of
oppression in order to exert social control and remain in power,
especially through tracking, surveillance, and censorship. His
focus points to what is happening in Venezuela, a country whose
cooperation ties with China have only grown closer over the past
few years. Is it indeed a tool that favors the authoritarian exercise
of power, or does it actually bring benefit to people through the
so-called digital government? That is one of the key questions
that Uruchurtu addresses in his study.

In a similar fashion, in Chapter 5, “The Geopolitical Impact
of Increased Chinese Cooperation in Latin America in 2015-
2019,” Federico Rabino not only identifies significant eco-
nomic variables but also opens the discussion on the need to
restore democratic mechanisms with greater bilateral synergies in
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order to curb China’s current positioning in the region and in
the world. His analysis suggests that economic benefits should
take precedence over the freedom of action of governments and
of the individuals who comprise them. He suggests paying atten-
tion to the countries that have not yet established a relationship
with China, like Guatemala and Paraguay.

Finally, in Chapter 6, “The change in relations between
small Andean countries (Ecuador and Peru) and great powers
(China) following the covip-19 pandemic” Santiago Carranco
examines how the effects of the pandemic and the steps taken
to curb it impacted the global economy and how the situation
provided an opportunity to expand the influence of rising great
powers like China. Drawing on a qualitative methodology and
a deductive approach, his study reveals significant insights about
the trade, production, and credit aspects of the situation. His
recommendations include paying more attention to China’s rise
as a global power throughout the pandemic and exploring how
China leveraged its advantage in production and knowledge to
further its global influence in order to understand the emerging
power dynamics in the 21st century, and he accompanies that
with an outline of further lines of research.

The book closes with an epilogue by Manuel J. Molano,
who honored our publication with an essay entitled “The Cat
and Mouse Ideology Matters: The Rollback of Freedom in Xi
Jinping’s China.” Molano presents us with a historical essay that
retraces the transformations of the Chinese economy and illus-
trates how the authoritarian leanings of its current leader played
a decisive role in curtailing the liberties of its people. Drawing
on his experience as an economist, he explains how the Chinese
economy has fallen short of two key ingredients: individual
initiative and a state that is committed to the prosperity of its
citizens — both key values to liberalism.
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In another insightful passage of his essay, the author writes:
“People typically flee from authoritarian and poor places like
Venezuela. Without prosperity, China would quickly become a
highly repressive nation and a major source of migrants. with
impoverishment gradually leading to a crisis where people would
naturally demand more personal freedoms — if they were to
stay...”.

The initiatives arising from the Research at RELIAL Perma-
nent Seminar are only just getting started. RELIAL’s hope with
these initial steps is to cultivate a proactive attitude, which we are
convinced will be well received by those who find in research a
powerful source of encouragement to create not only knowledge
but also — and even better —transformative ideas.

Silvia Mercado A.
RELIAL’S COORDINATOR
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LATIN AMERICA: A CASE OF IMPLICIT
AUTHORITARIAN PROPAGANDA
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ABSTRACT

This study examines the activities of the Confucius Institutes in
Latin America and considers the hypothesis that such activities
constitute a form of Chinese propaganda that contributes to the
erosion of democracy. Relying on the available evidence, this case
study reveals a deliberate intention by the Confucius Institute to
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mislead Latin Americans into an understanding of China that
entirely omits its authoritarian attributes and the conflicts surroun-
ding its political regime.

Keywords: China, Confucius Institute, Communist Party,
propaganda.

INTRODUCTION: AUTHORITARIAN PROPAGANDA

IN LATIN AMERICA?

For some years now, the unipolar nature of the world has been
a feature more of the past than of the present. Indeed, the
continued dominance of the U.s. in the economic and military
spheres following the downfall of the Soviet Union in the 1990s
has been gradually dwindling. The famous “end of history”
foretold by Francis Fukuyama did not come to pass; instead,
new countries that embraced global capitalism during the se-
cond half of the 20th century have amassed enough wealth and
power to challenge u.s. leadership in the world. Due to the speed
and magnitude of its changes, the most notable of such nations
is the People’s Republic of China.

But what values is China seeking to promote around the
world in terms of government? Just as the United States has
been seen repeatedly promoting its republican model in other
countries through a variety of channels, what ideas i1s China
promoting? Considering that its political regime is not demo-
cratic, it is precisely on this point that the question arises as to
whether China represents an authoritarian threat to the rest
of the world, either directly via its growing military strength
or indirectly via its cultural and media influence.

As such, this study aims to determine whether China is
spreading propaganda in Latin America to legitimize its
own foreign policy objectives and promote authoritarianism.
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To that end, we will examine the magnitude and features of
how deeply the Confucius Institutes have penetrated various
Latin American countries.

Among other elements, this paper looks at the contents
taught by the institute’s country offices in various Latin Ame-
rican countries, their internal functioning, the processes by
which various Latin American countries have authorized
their presence, and the impacts of their expanding reach on
how China 1s understood by the public in Latin America.

Why the Confucius Institute? While China’s foreign
policy goes beyond any specific agency, the recent growth in
the number of Confucius Institute offices constitutes one of
the country’s most direct and unchallenged initiatives across
Latin America, notwithstanding the controversy that its
expansion has sparked in the u.s. and Europe. Indeed, the
Confucius Institute in Latin America has become increasingly
interesting as a proxy for Chinese foreign policy, as it is framed
by a single institution on which there is not only information
available from the Chinese government itself — presenting it
as a success story — but also research on its activities outside
of Latin America.

How can we establish whether the Confucius Institute
constitutes a propaganda operation undertaken by the
Chinese government? The definition of the term “propagan-
da” is an elusive one and has been historically under debate,
but we will nevertheless use the one proposed by Jowett and
O’Donnell, which describes it as “the deliberate and syste-
matic attempt to shape perceptions, manipulate cognitions,
and direct behavior to achieve a response that furthers the
desired intent of the propagandist” (2015: p.7). As such,
identifying an instance of propaganda requires one to pinpoint
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a specific institution, a particular set of propaganda agents, a
set of messages spread by them through various media, and
a network of people who will also distribute the message by
indirect means (Jowett and O’Donnell, 2015: p.393-395). If
the activities of our subject of study are consistent with this
definition of propaganda and we can identify elements that
signify a propaganda process in context, then we can say that
the Confucius Institute constitutes a propaganda operation
undertaken by the Chinese government.

In addition, we can further assess whether the propagan-
distic messages are consistent with the promotion of authori-
tarianism, which in this study shall be understood as a system
that concentrates political power, flouts the development of
consensus, undervalues representative institutions, suppres-
ses opposition, and restricts or overrides the mechanisms that
transfer power from the base to the apex (based on Stoppino,
1986). If that is indeed the case, then we can also conclude
that the Confucius Institute constitutes an operation of
authoritarian propaganda by the Chinese government. Herein
lies, indeed, the hypothesis behind this study.

The methodology used to examine the case of the Confu-
cius Institute is the one known in political science as a “case
study”, which is particularly suitable for studying historical
processes and analyzing problems involving a complex set
of causal factors (Peters, 1998). Due to the limited (or even
non-existent) number of countries comparable to China in
terms of economic power and recent growth, it is not essen-
tial to generalize any conclusions here, so the major drawback
associated with case studies becomes irrelevant. Although
sometimes reference is made to institutions that China
claims are similar to its own institute (including the German
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Goethe Institut or the English British Council), this study
did not rely on comparative methods, which would requi-
re greater resources to study several organizations at the
same time.

As such, the difficulty of data collection can vary. For one
thing, the Chinese government itself regularly publishes data
about the Confucius Institute, facilitating initial data collec-
tion. However, data collection from within the institute itself
is problematic, given the reluctance of its members to take
part in research not conducted by the Chinese Ministry of
Education. Indeed, as part of a recent study conducted by
Fundacién Libertad on the influence of the governments of
China, Russia, and Iran in Argentina and Chile, executives of
the Confucius Institute’s offices explicitly declined numerous
invitations for interviews. At the same time, however, several
Confucius Institute offices in Latin America have been the
subject of numerous studies and newspaper articles that serve
as secondary sources.

THE STATE OF THE ART: THE EXPANSION OF
CHINA AND THE CONFUCIUS INSTITUTE
The expansion of China’s activity around the world 1s widely
known. On the economic front, China’s economic growth has
outpaced that of most other nations since the 1970s, when the
communist regime decided to open the country to international
trade, rising from around 2% of the world economy in 1980 to
around 18.5% in 2022, an unprecedented record (The Global
Economy, 2020; World Economics Research, 2023).

In Latin America, the ramifications of such a phenome-
non are also well known: China has now become the region’s
second-largest trading partner, second only to the u.s. (Roy,
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2023). Indeed, if we consider South America as a region in its
own right, China surpasses the U.S. as its main trading partner.

However, China’s economic expansion has come hand in
hand with an increase in government efforts to advance the
country’s interests. This reality is even acknowledged by the
Chinese government itself, which in 2008 and 2016 published
policy papers on Latin America that talk about “strengthening
cooperation” in the political, social, and cultural spheres in
addition to the economic initiatives (Ministry of Foreign Affairs
of the People’s Republic of China, 2008, 2016).

Indeed, China undertakes interventions through the use of
what has been referred to as soft and sharp power — 1.e., through a
series of cultural and ideological initiatives aimed at promoting a
political system or subverting a foreign one respectively (Albert,
2018; Foxall y Hemmings, 2019; Casarini et al., 2022; Repniko-
va, 2022). Some of those initiatives are “camouflaged”, meaning
that they are not openly promoted as Chinese government
nitiatives. Others, however, are indeed marketed as governmen-
tal actions but with strictly apolitical aims, such as the promotion
of Chinese culture abroad.

In that context, one of the Chinese government’s initiatives in
recent years has been the Confucius Institute. Founded in 2004,
the institute is effectively an arm of the Chinese government’s
Ministry of Education. The institute’s headquarters was origi-
nally known as Hanban, but in 2020 it changed its name to the
Center for International Cooperation and Language Education
(cLEC; Pinghui, 2020).

Although the Confucius Institute actually encompasses a num-
ber of educational and cultural programs, its expansion outside
of China has taken place in the form of local branches concentra-
ting all activities. Both its politically neutral name and its way
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of operating are modeled on Western foreign language schools
that have preceded the Confucius Institute, such as the German
Goethe-Institut, the Italian Societa Dante Alighieri, and the
British British Council.

However, the past few years have seen a number of incidents
involving the Confucius Institute that have called into question
the neutrality with which it operates. For one, concerns about
their academic freedom in North America date back to at least
the mid-2010s: faculty associations in the u.s. and Canada
publicly called in 2014 for an end to collaboration with
China (Graham, 2014; Montgomery, 2014). In fact, the u.s. Sta-
te Department designated the Confucius Institute’s U.s. branch
as a “foreign mission” of China and, as of 2021, the National
Defense Authorization Act provides that public funding may
be restricted for universities hosting Confucius institutes. Such
actions have presumably contributed to the shutdown of more
than one hundred u.s. branches — although there are allega-
tions that many are reopening under a different name (Peterson
2020; Sharma 2022). Similarly, there have been a number of pro-
tests in European countries like Germany, and some European
universities have reportedly terminated their agreements with
China (Universiteit Leiden, 2019; Schneider, 2021). Indeed,
citing concerns about human rights violations within China itself,
Sweden closed all remaining Confucius institutes in the country
in 2020 (Moody, 2020). In Australia, South Korea, and Japan,
too, there is evidence of reactions from governments through
legislation and investigations into allegations against the Con-
fucius Institute (Chan-Kyong and Ryall, 2021; Visentin, 2021).

At least part of the controversy surrounding the Confucius
Institute has to do with its operation: indeed, one of its founding
principles is that in many cases it operates directly in elementary
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schools and university-based centers. This is in contrast to other
foreign language schools that operate autonomously. China
stands out for its willingness to intervene in the education sys-
tems of the countries where its institutes are located, naturally
drawing a higher level of scrutiny. Indeed, the branches housed
in universities also operate as Confucius “classrooms” for pri-
mary and secondary education institutions: they “teach courses
in Chinese medicine, Chinese history, Chinese drama, martial
arts, and flower arranging, in addition to the language cour-
ses” (Raggio Souto and Pesce Bassalle, 2019, p. 8). Overall, it is
typically university institutions that come under external scrutiny,
and relatively little attention is paid to the courses taught in
schools, with few exceptions (see Gil, 2018; Currell and Zais, 2021).

There is now some evidence of Chinese government inter-
vention in the operation of Confucius institutes. There are still
those who claim that the Confucius Institute presents an “accu-
rate version” of the country to the world and that it specifically
refrains from discussing issues that arouse controversy at home
(e.g,, Hartig, 2015). Indeed, Taiwanese activists have argued
since the beginning that any mention of Taiwan’s status, and of
human rights violations in Tibet, i1s “taboo” at Confucius Insti-
tutes (Ming-min, 2011). And in fact, Human Rights Watch has
explicitly called for their condemnation as “efforts by the Chinese
government to undermine academic freedom” (2019). In this
context, the question guiding this study is: Are those situations
taking place in Latin America? Can we say there is authoritarian
“propaganda” coming from the Chinese State?

THE CONFUCIUS INSTITUTE IN LATIN AMERICA
Since their foundation in 2004, the Confucius Institutes in Latin
America have been managed by the Regional Center of Confucius
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Institutes for Latin America and the Caribbean, but, as men-
tioned above, it has now become the cLEC of China’s Ministry
of Education. The change represents a move that suggests that
China’s cultural expansion strategy is indeed global and not just
limited to the institutes.

In fact, the cLEC encompasses a wide spectrum of activities
linking Chinese language teaching with specific topics including
“telecommunications”, “electromobility”, “multimedia design”
and humanistic approaches, among others (Biblioteca Nacional
de Chile, 2023). However, the Confucius Institutes remain the
primary vehicle for spreading Chinese language and culture
across the region. Chilean Roberto Lafontaine, president of
cLEC, commented that “Chinese culture and language have
now provided a bridge for different peoples to get to know each
other” (Biblioteca Nacional de Chile, 2023); and that is precisely
the message that China 1s spreading through him and other local
individuals. Mr. Lafontaine has also stated that, over the course
of an entire year, activities organized by the Institutes have
attracted as many as one million people to mass events centered
around Chinese culture (Xinhua, 2022).

The expansion of the Confucius institutes in Latin America
does not fall short numerically compared to other regions
around the world. Although the number is constantly changing,
as of June 2023 there were 42 branches of the institute, covering
practically every country in the region, as shown in the map
provided by the Andrés Bello Foundation’s China-Latin America
Research Center (2023). This figure accounts for roughly 8% of
the total number of branches around the world, estimated at
over 500 in 2022 (MacDonald, 2022).

A report by the Andrés Bello Foundation notes that, just like
in the rest of the world, the Confucius Institute does not operate
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as an autonomous entity in the region, but rather as part of the
universities with which agreements are signed, and they are hea-
ded by both a local and a Chinese director; moreover, under
their typical agreements, China covers the costs associated with
the teachers and supplies the teaching materials (Lu and Hua,
2022; Moreno, 2022). Notably, in all cases, teachers of the
Chinese language come exclusively from China (Blanco Rubia-
no, 2019, p. 222; Moreno, 2022). The language they teach is
simplified Chinese, instead of traditional Chinese, which means
that, in practice, many characters that are used in Taiwan,
Hong Kong, Macau, and the rest of the world must be excluded
(Churchman, 2011). According to Jowett and O’Donnell, that
constitutes a particularly effective use of language as a technique
to maximize the effect of propaganda, as it would seem to
broaden the possibilities for understanding the language when it
1s actually restricting them (2015, p. 327-328).

An overview of the geographical distribution of Confucius
institutes in Latin America reveals that Brazil is the country with
the most branches — ten in total. Among them, the Confucius
Institute of Sao Paulo State University is notable for having
been voted “Confucius Institute of the Year” three times (Moya
Garcia-Renedo and Puig de la Bellacasa-Aznar, 2023, p. 20).
After Brazil comes Mexico, with five branches (including the
oldest in the region, founded in 2006), Peru (four), Argentina
and Colombia (three each), and Chile (two). And the remaining
countries have only one branch at most.

In addition to the university institutes, there are also 15
Confucius Classrooms in Latin America spread over six coun-
tries: Chile (six), Colombia (four), Ecuador (two), Argentina (one),
Grenada (one), and Haiti (one). According to the Andrés Bello
Foundation (2023), the opening of new institutes and classrooms
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“is usually promoted by former public officials, former am-
bassadors, and former diplomats from the region who, upon
their return from China, seek to set up a Confucius Institute in
cooperation with a local university.”

In that context, one Latin American country stands out for
playing a key role within the Confucius Institutes ecosystem:
Chile. Not only does the country currently account for 40% of
the total number of Confucius classrooms in Latin America, but
it is also the home of crac — the headquarters of the Confucius
Institutes — not to mention that China has traditionally had a
friendly relationship with the country. Chile was the first country
in South America to engage in diplomatic relations with China,
to support China’s entry into the World Trade Organization,
and then to sign a free trade agreement with China. The impor-
tance of China for Chile is such that in 2022 China accounted
for 39.4% of Chile’s exports and 25.3% of its imports, making
the proportion of China’s bilateral relationship with Chile the
highest among democratic countries in Latin America (Central
Intelligence Agency, 2023; Cofré, 2023).

Argentina is also a relevant case in point because it is home
to one of the few Confucius Institute directors who has made
public statements about the controversies surrounding the
mstitute. Norberto Consani, local director of the country’s oldest
branch at Universidad Nacional de La Plata, has claimed that
no programs or topics are off-limits at his institution and that
“we have had very critical opinions regarding human rights in
China”, but he has also expressed that the professors coming
from China are “very cautious... there are no political economy
classes, zero, only language-teaching” (Moreno, 2022). Since
Chinese classes at Confucius institutes are not taught by locals,
scholars like Consani do not need to limit their opinions in other
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contexts; they only need to be reputable enough to help China
send teachers who do know what topics should and should not
be discussed. Thus emerges a subtle but distinct operation aimed
at legitimizing foreign propaganda locally.

Other studies on specific Confucius Institute branches have
revealed similar scenarios across the various Latin American
countries. A study of the branch at Universidad de la Republica
in Uruguay concluded that “it is clear that [the Confucius insti-
tutes] pursue objectives that are in line with their foreign policy”
and that “Chinese culture and language are being spread from a
communist perspective and leadership” (Raggio Souto and Pesce
Bassalle, 2019, p. 15). The center in Uruguay took approximately
ten years to become a reality from the early discussions to the
opening of the branch office (op. cit., p. 9). Here, as in other cases,
the Confucius Institute’s outreach activities go beyond Manda-
rin courses and include a variety of cultural events (op. cit., p.10).

Another study on the Confucius Institute was conducted at
Universidad de Bogota Jorge Tadeo Lozano, in Colombia. Blan-
co Rubiano’s account of the way the branch operates is consis-
tent with that of others in key aspects: the dual control of the
branch by appointing a Chinese director, the Chinese teaching
staff policy, and the wide array of activities beyond the Mandarin
courses. At the end of the study, Blanco Rubiano argues that
each branch can “be more clearly regarded as part of a global
strategy by the Chinese government to increase its influence in
regions where it has a political or commercial interest” This, he
argues, explains the seemingly disproportionate importance
given to countries like his, along with Chile and Peru, as they are
the countries most exposed to international trade with China.

Finally, the case of Mexico is also examined in a doctoral
thesis that looked at its five local branches and confirmed that
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they follow the same guidelines as in other countries: centrali-
zed control, local co-management along with a Chinese director,
Chinese-born teachers, and a wide variety of cultural activities
(Gong, 2021). A careful review of this report, however, reveals
its alignment with the Chinese government: throughout the
document, there is not a single mention of the Communist
Party’s dictatorship or of the many claims of ideological mani-
pulation by the institute around the world; instead, it emphasizes
that each branch “takes Confucian thought as its guiding princi-
ple... [which] is based on pluralism and diversity of thought and
culture, and represents the essence and tradition of Chinese
culture, respecting freedom, individuality, and mutual exchange”
(0p. ait., p. 195-6). None of the other cases surveyed mentioned
such features as intrinsic to the Confucius Institute model in
Latin America.

When it comes to its foreign cultural policy, the Confucius
Institute does not fall short of the typical practices employed in
Chinese diplomacy. As we have seen in the cases of Lafontaine
or Consani, China spreads its message in several Latin Ameri-
can countries through emissaries or local agents, and sometimes
through trips to China or newspaper articles that are “camoufla-
ged” to pass off as authentic news; local intellectuals, politicians
and journalists thus constitute a network used by the Chinese
government to spread its propaganda message (Casarini et al.,
2022; Falcone, 2023). Similarly, the rebranding of Hanban and
the Regional Center of Confucius Institutes for Latin America
— now the Center for International Cooperation and Language
Teaching — follows the same pattern of “ masking” such activi-
ties undertaken by the Chinese government; and even more so
when we consider that in fact the cLEC publicly presents itself as
a “foundation”, presumably with the aim of not being seen as a
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government entity at first glance (see, for example, its website
https://fundacionclec.org/; and Biblioteca Nacional de Chile,
2023). Concealing one’s identity is a hallmark of propagandists
(Jowett and O’Donnell, 2015: p. 316-317).

Why do Latin American universities so readily allow the
establishment of Confucius Institute branches? The key 1s most
certainly a combination of growing interest in China and budge-
tary needs. For one thing, the establishment of the institute not
only facilitates the teaching of Mandarin but also makes it easier
for local students living in financially disadvantaged situations
to participate in exchange programs and activities in China,
including the “Chinese Bridge” program (Blanco Rubiano, 2019,
p- 225; Moreno, 2022). As those programs are under complete
control by the Chinese government, we see here a deliberate
intention on their part to spread the image they want to show
of their country, and they do so quite successfully: in Ecuador,
for example, the number of Mandarin students has increased
almost eightfold since the opening of a branch at Universidad
San Francisco de Quito (tbidem). And while it 1s difficult to esta-
blish a causal relationship between the creation of new branches
and the increase in interest in China, the simultaneous occurren-
ce of both factors in any case points to a success story for the
Asian country: it may not be fulfilling a genuine demand, but it
1s certainly creating one quite successfully.

Also, setting up Confucius Institute branches in Latin Ame-
rican countries brings economic advantages for the universities
and the selected students. Indeed, opening new branches is good
business for institutions seeking to expand their academic offe-
rings at no cost. An official document produced by the Regional
Confucius Institute Center for Latin America, which preceded
today’s CLEC, listed among its “special programs” “teacher
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deployment, volunteer deployment, teacher training, volunteer
training, research fellowships, summer or winter camps, Chinese
Bridge, and Chinese language learning scholarships in the prc”
(Lafontaine and Xintang, 2015). The explanation around direct
benefits 1s likely also valid for school districts or schools recei-
ving Confucius Institute funding to run Confucius classrooms, as
Gil (2019) and Currell and Zais (2021) noted. Institutions and
individuals eager for opportunities but short on resources: to use
Jowett and O’Donnell’s words, China has found an ideal “target
audience” (2015, p. 319-321).

But opening a Confucius Institute will always be done as part
of a collaboration agreement between China and a local uni-
versity, and that brings indirect benefits as well. In Argentina,
for example, agreements following the establishment of various
Confucius Institute branches have included not only trips for
students or faculty but also announcements of the creation of
graduate programs at local universities and a scientific coopera-
tion agency with a focus on artificial intelligence (Infobae, 2019;
Universidad Nacional de La Plata, 2019). Moreover, even the
branches of the Institute serve as a “reward” for previous initia-
tives; the branch created at Universidad Nacional de La Plata in
2009, for example, originated as an initiative promoted by the
university’s Center for Chinese Studies, which had been collabo-
rating with the Argentine government since the 1990s (Universi-
dad Nacional de La Plata, 2020). The modus operand: of providing
fresh money to countries in need is repeated in other types of
investments supported by China in underdeveloped economies,
including Latin America (Falcone, 2023). But it is also often the
case that announcements are made that do not come to fruition
(tbid). Actually, as of June 2023, the above-mentioned announce-
ments in Argentina do not seem to have been carried out.
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Is the opening of Confucius Institute branches in Latin Ame-
rica useful to China? Certainly, and for various reasons. But the
most relevant for this study are the political reasons. Through
the Confucius Institute initiative, China is succeeding in
bringing its Weltanschauung to an ever-increasing number of peo-
ple. It is a world view where, for example, people talk about mar-
tial arts and Chinese medicine or celebrate the Chinese New
Year — an event in which the various existing Confucius Institute
branches take part in their respective countries — but, as we
have seen in the preceding paragraphs, it is also one where only
the characters of mainland China are taught, where there is only
one China (without Taiwan), where the Tiananmen massacre
never took place, and where the only known ethnic group in the
country is the Han, just to name a few of the propagandistic
advantages the Chinese Communist Party obtains from its
model. There 1s indeed a systematic and deliberate attempt —
notably because of the absence of certain elements — to change
the perception Latin Americans have of China, promoting
among them an image that suits the Chinese government’s
interests. The activities undertaken by the Confucius Institute
thus conform to Jowett and O’Donnell’s original definition of
propaganda. And, it should be noted, its propaganda is implicitly
authoritarian.

CONCLUSIONS

In 2014, Xi Jinping made a call to “increase China’s soft power,
give a good Chinese narrative, and better communicate China’s
messages to the world” (cited in Albert, 2018). The expansion
of the Confucius Institute around the world, including Latin
America, has undoubtedly served those goals. As the evidence
suggests, the Confucius Institute has considerable potential in
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Latin America: the Chinese government’s propaganda campaign
has been successful.

The lack of skepticism in the region about the institute’s
branches stands in stark contrast to the negative image it has
evoked 1n recent years in Europe and North America, and that
has allowed it not only to grow but also to stand firm in the face
of criticism that is simply non-existent. This is particularly con-
cerning because the way it operates in the region is no different
from the way it operates in other parts of the world, so it has
the same underlying issues. As such, the direct interference of
the Confucius institutes in Latin American educational systems
(many of which are publicly funded) has the result that Latin
American states themselves end up paying for “the cultural diplo-
macy of a foreign nation,” as Oviedo (2018) noted with concern.

In the words of Currell and Zais, “The problem isn’t what is
being said in Confucius lessons; the problem is what 1s not being
said” (2021). “Religion, medicine, environmental care, geogra-
phy, music, dance, painting, sports, business, customs’: only one
typical subject area is quite glaringly absent, and that is politics
(Blanco Rubicano 2019, p. 227). If addressed, it would clearly
show the way the Chinese government concentrates political
power, disdains consensus-building, belittles representative insti-
tutions, strives to disempower the opposition, and overrides the
mechanisms whereby power is transferred from the base to the
apex. In view of such absence, however, we can only affirm that
this propaganda operation is implicitly authoritarian: the erosion
of democracy is never explicit; it is always surreptitious, especially
in the subject matters that the Confucius Institute systematically
chooses not to address.

In line with that, a recent study that has not yet been publi-
shed is in agreement with the findings of this article. The authors
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conducted an experiment showing that teachers in Confucius
Institutes exhibit a high degree of adherence to the political
views of the Chinese Communist Party, disseminating its ideas
and censoring discussions that are equally censored in China
(Fan, Pan, & Zhang, 2023).

The study also cites an extraordinary statement by Norberto
Consani that illustrates the problem: the teachers sent by China
are trained to never question the Chinese Communist Party’s
standpoint in a classroom, even if they can personally do so out-
side the classroom. As such, it cannot be said that the Confucius
Institute operates in the same way as the Goethe-Institut, the
Dante Alighieri Institute, or other institutions from democratic
countries where political-cultural debate is common currency:
the Confucius Institute clearly diverges from its Western “peers”
by systematically concealing features about China which, if" wi-
dely acknowledged, would make the general public question the
regime that is ruling the country.

All in all, self-censorship seems to be one of the hallmarks of
the Confucius Institute’s activities in Latin America. And that is
particularly problematic because, by definition, there can be no
evidence of that which does not occur. But it seems reasonable
to assume that Chinese teachers coming to the region are not
critical of the regime because they are already trained to not be
so, and that authorities in Latin American universities will hardly
have any incentive to publicly criticize the Chinese Communist
Party when they are receiving funds from it.

In this sense, further research could look into the quantity
and quality of university public statements or events that have
been or are critical of China before and after the opening of
the various Confucius Institute branches; Along those lines, fur-
ther research could look into the quantity and quality of public
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university statements or events that have been or are critical of
China before and after the opening of the various Confucius
Institute branches. However, they will inevitably run up against
the difficulties of measuring and evaluating such phenomena,
and also against the fact that Chinese cooperation goes upstream
of this particular policy.

In conclusion, following Jowett and O’Donnell’s criteria, the
activities conducted by the Confucius Institute indeed amount
to a propaganda operation. There are direct agents, a message
is being conveyed in the form of absences, and there are unoffi-
cial networks for dissemination: there is, in short, a deliberate
attempt to distract the attention given to China as an authorita-
rian regime and divert it to “neutral” cultural issues, in line with
its own interests. Further research could be conducted to identify
where exactly the propaganda is originating from: the institution
might well be the Confucius Institute itself through the cLEC, but
on a broader perspective, it might well be the Ministry of Educa-
tion or the Chinese Communist Party itself. What is important as
far as this study is concerned is that the message discussed here
ultimately aligns with the regime’s intent: the Confucius Institute
serves as an implicitly authoritarian vehicle of propaganda for
the Chinese government.
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ABSTRACT
The growing collaboration between Western democracies and
the repressive Chinese regime has brought both substantial
short-term material benefits and fuzzy medium- and long-term
institutional damages. Now, the medium and long term have
arrived. The most significant experience from the equation has
been the integration between small and transparent Hong Kong
and mainland China from 1997 onwards. The growing fragility
of individual rights in Hong Kong constitutes an obvious but
often overlooked example for small and medium-sized liberal de-
mocracies that, like Uruguay, are overestimating the benefits of
integration with China precisely because they underestimate the
moral and institutional dangers that may arise in the medium
and long term.

Keywords: Hong Kong, China, prosperity, freedom, integra-
tion, individual rights, liberal democracy, small and medium-si-
zed democracies, Uruguay.

INTRODUCTION
Latin America is too broad and imprecise a concept. It is impos-
sible to define exactly how China has influenced and is influen-
cing “Latin America,” but we can certainly consider how it has
influenced and is influencing — and even hypothesize how it
may influence — specific countries and specific regions.
However, our understanding of the problem remains distor-
ted because countries in the region typically analyze and decode
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the potential benefits of closer trade integration with China by
looking at indicators from a recent past that no longer exists.
Specifically, countries in the region weigh the potential benefits
and challenges of trade integration with China by assuming that:
1) its economy grew at an average annual rate of 9% between
1990 and 2019 (mvr, World Economic Outlook, 2020); 2) its po-
litical regime has not actively sought to interfere in the internal
affairs of distant countries like those in “Latin America,” and 3)
its 1,348 million inhabitants constitute a market that has repre-
sented, represents and will continue to represent an opportunity
— 1n other words, that it is a country where the demographic
factor does not represent a problem.

But those three factors have changed radically in recent
years: 1) as shown in Figure 1, China will no longer grow at
the “Chinese rates,” heading to an average annual growth
rate below 3.5%, an annual medium-term growth rate com-
parable to that of countries like the v.s.; 2) since Xi Jinping
came to power in October 2012, Beijing has been increasingly
solidifying an authoritarian project, both inwardly and
outwardly (Freedom in the World, 2022); 3) as shown in Figure 2,
the country is facing a demographic implosion without prece-
dent in modern history, and that will lead to political, economic,
and social instability in the medium term (Ferguson, Bloomberg,
2022).

Should a small and transparent country — like Uruguay —
look to be associated with another country based on its past eco-
nomic and institutional performance indicators or on its poten-
tial performance in the future? In an initial assessment, we would
like to point out that:

* China will no longer be growing at the so-called “Chinese

rates”.
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* The country is facing a demographic implosion that will
have political and social repercussions.

* Xi Jinping recently changed the rules of succession in
October 2022.

* The highly repressive zero-covip policy embodies the typi-
cal mability of dictatorships to effectively adapt to impon-
derable factors.

The following graphs are helpful to illustrate that:

Figure 1 shows a systematic decline in the growth rate of the
Chinese economy in the medium term. And that trend has come
to stay, indicating not only a shift in the Chinese economy to
match the growth rates of middle-income countries but also me-
dium to long-term structural problems.

China’s looming demographic implosion has few precedents
in history . The Chinese regime is facing an unprecedented se-
ries of serious demographic, health, political, and economic
challenges. China’s demographic collapse will have both socioe-
conomic and political impacts at home and geopolitical reper-
cussions in the region and the world. Historian Niall Ferguson
depicts 3 demographic scenarios in Figure 2, taken from a recent
article published in Bloomberg, entitled “China’s Demographics
Spell Decline not Domination.” In the worst-case scenario, Chi-
na could go from the current 1,348 million inhabitants (accor-
ding to official figures from early 2023) to 490 million in the year
2100. In the best-case scenario, it would drop and plateau at
1.1 billion inhabitants, and in the halfway scenario, the country
would drop to 750 million in 2100. One of these scenarios is
apocalyptic, but all three pose serious challenges to the country’s
stability in the medium and long term.

Assessing the future of relations with China based on a po-
sitive performance in recent economic and trade indicators is
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Figure 1
China will no longer be growing at “Chinese rates”.
China’s growth rate 2012-2028 (2023-28 projected)
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a major conceptual and political error that suggests poor awa-
reness of an imminent challenge looming in the region. Figure
1 illustrates how the recent past is distorting the perception of
countries in the region.

In our view, the concept behind Figure 1 is key to understan-
ding our times, particularly for small and medium-sized liberal
democracies.

The political crisis, for its part, has entailed a repressive di-
mension that is linked to the economic slowdown. As such, the
level of internal and regional political repression is increasing to
the extent that it is leading to growing economic uncertainty in
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Figure 2
Demographic implosion is a key socioeconomic, political, and geopolitical

variable in the medium term.

High fertility projection
e Medium

Low
1.5B
1.0B
0.5B
0.0 B
L} L} ) L}
1950 2000 2050 2100

Note: Data shown in billions of people. 1.5 Billion means fifteen hundred

million people.

the short and medium term. All this has created a vicious circle
that calls for further in-depth analysis. The political crisis became
institutionalized as Xi Jinping remained in power, following the
confirmation of a third term in office at the 20th National Con-
gress of the Chinese Communist Party held in October 2022,
a game-changer within the Party that triggered tectonic shifts
among the various elites and groups within the opaque Chinese
regime. Xi made a show of force that has reshaped power in
China and brought about a sense of uncertainty that will have
profound economic repercussions for the foreseeable future.
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WHY IS THE HONG KONG EXPERIENCE SO
RELEVANT TO THE REGION?
It seems relevant to identify and analyze a similar process from
the near past to gain some insight into the likely future path of
our trade integration with China. Where should we look for that?
What countries or territories sharing certain similarities and cer-
tain differences with the countries in our region have advanced
enough along this path to provide us with a valid comparative
perspective? Hong Kong offers an example of an experience
that is close in time and provides us with valuable lessons about
the consequences that a small-medium open economy can face
when successfully engaging in trade with a large opaque eco-
nomy (Thomson, 2018).

Why is that a relevant comparison? There are four consi-
derable similarities and two relevant differences that justify it.

Figure 1
The rear-view mirror and “China as an opportunity”.
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The similarities can be expressed as follows: 1) we can observe a
growing trade integration of countries in the region with China,
which 2) has resulted in mutual prosperity, while at the same
time 3) creating a growing asymmetry of size between both par-
ties, and with 4) China’s opacity standing in stark contrast with
the transparency offered by the other party, particularly when we
refer to Uruguay’s experience.

The differences are the following: 1) the geographic proxi-
mity between China and Hong Kong compared to the distance
between small and medium-sized Latin American countries and
China, and 2) how long each case has been undergoing trade
integration with China. This study places particular emphasis on
those differences, insofar as the two variables can be viewed as
possible predictors of a likely future scenario for small and me-
dium-sized countries in the region (like Uruguay) if they were to
maintain or, even more so, further pursue the path towards trade
integration with China.

Thus, the variables we will be using for our comparative
analysis are six: on the similarities front, 1) level of trade inte-
gration, 2) increase in prosperity of the parties, 3) increase in the
asymmetry of size between China and the other countries, 4)
disparity in levels of transparency, and on the differences front,
) geographical distance from China, and 6) elapsed time since
the beginning of trade integration. Why is it relevant to compare
the integration processes of small and medium-sized countries,
particularly Uruguay, with the process observed in Hong Kong?
Indeed, drawing a comparison to Hong Kong’s recent expe-
rience with China may appear counterintuitive. As such, what
information can we derive from recent history regarding the in-
tegration process between China and Hong Kong? To answer
that, it might be useful to look at Figure 3, detailing the evolution
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of China and Hong Kong’s economies as percentages of global
GDP.

Figure 3

China and Hong Kong as % of global Gpp (1980-2022)
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Note: Data obtained from the World Economic Outlook (1mr).

As shown in Figure 3, China accounted for 2.3% of global
GpP in 1980, and 18.9% in 2022, while Hong Kong accounted
for 0.27% of global Gpp in 1980, and 0.36% in 2022. The pri-
mary aim of this study is to present a set of comparative indi-
cators that will help to establish that the increasing divergence
between the blue line and the orange line is directly inverse to
the strength of individual rights in Hong Kong today, an ob-
servation that should become a key reference for the rest of the
democratic and liberal world.

The observed divergence between the percentage of global
GDP of one economy and the other has occurred amid increasing
prosperity for all. In other words, while China was becoming
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increasingly powerful, everyone was becoming increasingly
wealthy. It stands to reason that such a dynamic may have resul-
ted in an underestimation of an emerging problem. The evolu-
tion of per capita income in selected countries is noteworthy.

Table 1
Evolution of per-capita income in China, Hong Kong, and Uruguay (in

purchasing power parity)

Year Hong Kong China Uruguay
1990 17.291 954 6.420
1997 25.292 2.211 9.588
2000 26.775 2.846 9.868
2005 36.306 4.937 11.358
2010 46.951 9.012 16.234
2015 56.4432 13.801 21.246
2020 71.194 20.203 26.962
2022 60.052 21.476 28.842

Note: Data obtained from the World Economic Outlook (1mr).

The table shows how the recent history of the global
economy is the history of prosperity. We are living in the age of
abundance. Partly driven by China’s entry into the world trading
system, small and medium-sized economies have flourished as
never before in human history over the past 30 years.

It 1s also important to note that Hong Kong has been, and
is, one of the most open economies in the world, meaning an
economy whose foreign trade (the sum of exports and imports)
as a percentage of GDP is at the top end of the scale. To illustrate,
Hong Kong’s total foreign trade in 2019 (a relevant indicator,
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considering it was before the pandemic) amounted to 353% of
GDP, and in 2022 the figure rose to 383%. The figure is worth
noting because, again, it has little precedent in history. By way of
reference, only Luxembourg stood as a more open economy —
1.e. its foreign trade was higher, with 383% of Gpp in 2019, and
384% of Gpp in 2022. Meanwhile, in 2019 Singapore’s foreign
trade accounted for 319%, the Netherlands 156%, Germany
88%, and South Korea 77%.

Notably, 36% of Hong Kong’s total foreign trade in 1997 was
with China, with the figure rising to 51% in 2016 and then stan-
ding at 50% in 2020. Thus, Hong Kong’s economy shows an
extremely high level of dependence on China, as the country
accounts for 50% of the total 353%, meaning that trade (exports
and imports) with mainland China amounts to nearly 175% of
Hong Kong’s Gpp. Very few countries in the world show such a
dependency relationship, and no small or medium-sized open
society exhibits such a dependency on a major repressive regime.

How has trade integration between China and Hong Kong
evolved? And how has trade integration between China and
Uruguay evolved? As mentioned above, trade integration is
measured as a percentage of the total foreign trade (the sum of
exports and imports) a country X has with a country v.

The process of trade integration between two small-
medium open societies like Hong Kong and Uruguay and a large,
closed society has been quite impressive. Up until the 1990s,
Uruguay’s trade with China still accounted for less than 1% of
its total trade. Today (2023) China is Uruguay’s main trading
partner.

Finally, how have liberal institutions evolved in Hong Kong
amid such a process of growing integration, growing prosperi-
ty, and growing asymmetry? To answer that, we can use some
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Table 2
China’s foreign trade with Hong Kong and Uruguay (as % of each country’s GDP)

Hong Kong Uruguay

Trade with Trade with

China as % of Foreign trade China as % of Foreign trade

P as % of cpp Gop as % of cpp
1997 36 233 1 38
2005 41 343 6 59
2010 45 405 8 52
2016 51 372 22 48
2020 51 351 28 46
2022 50 384 29 57

Note: Data obtained from the World Bank and Uruguay xx1

indicators from Freedom House, from the Press Freedom Index
published by Reporters Without Borders (rRsF), and from the
Cato Institute’s Human Freedom Index.

This table presents relevant information for our discussion:
we can see how the institutional indicators were good and very
good in 1997 and, most importantly, they remain stable in the
short-medium term. Only in the medium to long term do they
begin to deteriorate and then collapse further into the present.
Freedom House’s annual report provides a relevant insight:

The people of Hong Kong, a special administrative region of

China, traditionally enjoyed substantial civil liberties and the

rule of law under their local constitution, the Basic Law. Howe-

ver, the implementation of the National Security Law (NSL) in

2020 has amounted to a multifront attack on the “one coun-

try, two systems” framework. The territory’s most prominent

pro-democracy figures have been arrested under its provisions,
and NsL charges or the threat of charges have resulted in the

56



closure of political parties, major independent news outlets, pea-
ceful nongovernmental organizations (NGOs), and unions. The
NSL also paved the way for Beijing to overhaul Hong Kong’s
electoral system in 2021; the new rules permit mainland autho-
rities to vet candidates and contain other provisions that ultima-
tely ensure Beijing near-total control over the selection of Hong
Kong authorities. The first chief executive to be selected under
the new rules took office in 2022.

Table 3
Hong Kong Institutional Indicators

Freedom Press Freedom Ranking Human Freedom
House (RsF) Index

1997 3 ND ND
2002 3 18 ND
2005 2 39 ND
2008 2 51 1

2010 2 34 1

2016 2 69 3

2020 3 80 30
2022 4 148 ND

Note: Information obtained from Freedom House, RSF, and Cato Institute.

SHIFTING FROM “FREEDOM TO PROSPERITY”

TO “PROSPERITY TO UNFREEDOM”

The Atlantic Council’s Freedom and Prosperity Index has re-
vealed a correlation between freedom and prosperity in the near
past. However, our main point here is that there is a new emer-
ging correlation between the increase in prosperity achieved by
repressive regimes, notably China, and a medium-to-long-term
erosion of freedoms in small and medium-sized open societies.
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A prime example of this can be found in Hong Kong. One of
our arguments here is that this scenario serves as a relevant
precedent for small and medium-sized open societies located
far from China (such as Uruguay) that have underestimated
the problem by overestimating both the significance of distance
and their own institutional strength as a tool to deal with any
potential problem. The focus of this study is to demonstrate a
further correlation between the prosperity achieved by a major
repressive regime (China) and an increasing deterioration of
individual rights in a medium or small democracy. In other
words, we can identify a continuation of the “From Freedom
to Prosperity” sequence, leading to a second chronological
and conceptual moment that could be inversely described as
“From Prosperity to unfreedom.” The overall sequence would
then be “Freedom to Prosperity - Prosperity to Unfreedom.”
The Index report published by the Atlantic Council states
the following:
In an effort to disentangle this relationship, we examined the
strength of the correlations between freedom and prosperity
over time. Using the same methodology, we re-created the 2021
Freedom and Prosperity Indexes for 2016, 2011, and 2006.
We examined whether measures for freedom in prior years are
associated with levels of prosperity in subsequent years. After
all, changes in prosperity do not happen overnight. If freedom
drives subsequent prosperity, then we should see the correlations
between freedom in prior years more strongly associated with
levels of prosperity in subsequent years.
This is what we found. Indeed, as one can see in Table
5 and Figure 6, the longer the time lapses between our mea-
sures of Freedom and Prosperity, the stronger the association.
A country’s level of Prosperity today is better explained by its
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level of Freedom in 2006 than by its current Freedom [En un
esfuerzo por desentranar esta relaciéon, examinamos la fuerza
de las correlaciones entre libertad y prosperidad a lo largo
del tiempo. Utilizando la misma metodologia, recreamos los
Indices de Libertad y Prosperidad de 2021 para 2016, 2011
y 2006. Examinamos st las medidas de libertad en afos
anteriores estan asociadas con niveles de prosperidad en
anos posteriores. Después de todo, los cambios en la pros-
peridad no ocurren de la noche a la manana. Si la libertad
impulsa la prosperidad posterior, entonces deberiamos ver las
correlaciones entre la libertad en anos anteriores mas fuer-
temente asociadas con los niveles de prosperidad en los afos
siguientes.

Consequently, while the Atlantic Council’s Freedom and Pros-
perity Index establishes a positive correlation between freedom
at time T, and prosperity at time T,, and an even stronger corre-
lation between freedom at time T, and prosperity at time T,, our
study establishes a correlation between the prosperity achieved
by China’s repressive regime at time T, and an increasing lack
of freedom (defined as an increasing deterioration of individual
rights) in Hong Kong in the medium term (1,). As such, Table 5
mentioned in the above quote from the Atlantic Council’s report
demonstrates the following correlation:

R, is significant in the four periods analyzed, but as the quote
mentions, it is even more significant in the medium-long term —
1.e., in the correlation between the Freedom Index of 2006 and
the Prosperity Index of 2021. As such, our analysis approaches
the issue with a reverse perspective: the more China prospers
over time, the more it will contribute in the medium term to
the deterioration of freedoms of nearby open societies (Hong
Kong) or of those that “become closer” to it as a result of trade
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Table 4

Historical Correlations

Prosperity 2021
Freedom Index N sl Simple
Year 2 ope Correlation
2021 0.656 0.762 0.810
2016 0.662 0.771 0.814
2011 0.673 0.809 0.821
2006 0.677 0.834 0.823

Note: Information obtained from the Freedom and Prosperity Index (2022.
p-17).

integration (like Uruguay). The following is a key question for
the present analysis: how does and will the prosperity achieved
by a repressive regime like China impact the freedom of small
and medium-sized open societies in the medium to long term?

Our analysis reveals a further correlation — chronologically
following the one established by the Atlantic Council Index —
between an increase in the prosperity of closed societies at time
T, and a decrease in the freedom of open societies at time T, (in
the medium term), as shown in Table 5.

Table 5 presents and compares the key indicators underlying
our main argument: the growing economic integration between
China and Hong Kong results in not only growing prosperity
in the short to medium term but also an unprecedented asym-
metry. The growing asymmetry will not be perceived as a pro-
blem in the short-medium term because everyone involved will
be flourishing. An institutional problem will be perceived and
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Table 5
China and Hong Kong: prosperity and integration in the short- and me-
dium-term, institutional deterioration in the medium- to long-term (1997-

2022)

Hong kong
China as % Trade with Foreign Press Per capita
. Freedom .
of global China as % trade as % . income (me-
Ranking
GDP of Gpp of Gpp asured PPP)
(RsF)

1997 6,51 36 233 18 25.292
2002 8,25 39 256 18 28.365
2005 9,68 41 343 39 36.306
2010 13,71 45 405 34 46.951
2016 17,28 51 372 69 58.714
2020 18,89 51 351 80 71.194
2022 18,9 50 384 148 60.052

Note: The rsr Ranking begins in 2002, so we used the closest indicator as a

reference for 1997.

confirmed over the medium to long term. In this case, we will
see that in the evolution of the RSF Press Ireedom Index. As
the problem is only confirmed (i.e., understood and addressed)
over the medium term, it often becomes a threat that will be
very difficult to counter. For our main analysis, we will use the
Press Freedom Index published by Reporters Without Borders
as a reference — and for other tables and graphs, we will use
the Freedom House Civil Rights Index and the Cato Institute’s
Human Freedom Index.

We can also look at the problem from a complementary pers-
pective. In Table 6, we take 1997 as the 100-reference year and
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Table 6

Evolution of China’s share of global Gpp and Hong Kong’s trade with China,
per capita income, and institutional indicators from Freedom House and the
Cato Institute’s Human Freedom Index, 100-reference = 1997 (1997-2022).

Evolution of Chi-

na’s share of global Evolution of EYo!utn:m of E}vf)lu.t ron O.f
q Civil Rights civil rights in
Gpp and Hong GDP per capita
q 2 . Index (Freedom Hong Kong
Kong’s trade with  in Hong Kong .
. House) (Cato Institute)
China.
1997 100 100 100 100
2005 263 144 125 100
2010 470 186 125 100
2016 650 233 125 98,12
2020 671 282 100 98,12
2022 720 238 75 81,25

Note: Prepared by the authors based on data from the Monetary Fund, Trade
Map, Freedom House, and The Cato Institute.

then weigh how Hong Kong is impacted over time by the increa-
sing relative importance of China as a percentage of global GDP,
the increasing relative importance of China in Hong Kong’s fo-
reign trade, Hong Kong’s GDP per capita, and the institutional
indicators published by Freedom House and the Cato Institute.
Again, we can see that in the short-medium term, there is a
positive impact on per capita income and a neutral impact on
institutional quality. And then we can see how there is a deterio-
ration of institutions only in the medium-long term. A simpler
but more illustrative correlation can also be found in Figure 4.
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Figure 4
Ratio between press freedom index in Hong Kong and China’s evolution as

% of global Gpp (2002-2022)
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Note: Prepared by the authors based on data from the Monetary Fund and
the “Reporters Without Borders” Press Freedom Index.

In Figure 4 we see a positive correlation between the evo-
lution of China’s share of global GpP and the deterioration of
press freedom in Hong Kong in the medium to long term. The
R, is representative (0.5968).

Figure 5 shows the correlation between China’s growing share
of global GpP and the notable deterioration of human freedoms
in the medium term (using data from the “Human Freedom
Index” prepared by the Cato Institute). As in the other indicators
studied, the threat of China’s growing size is not verified in the
short term but over the medium term. This is a recurring issue
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Figure 5
Evolution of China in global Gbp and evolution of Hong Kong in the Human
Freedom Index (2008-2020).
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the Cato Institute’s Human Freedom Index.

that, as mentioned, is key for small and medium-sized transpa-
rent democracies that have a deep vocation to develop business
with China.

The R, is 0.4566. This reflects a low initial correlation and a
high correlation in the medium and long term, i.e. from 2014
onwards and especially from the entry into force of the “Natio-
nal Security Law” in 2019.

Figure 6 reflects Hong Kong’s growing prosperity in the
short-medium term (measured by the evolution of its per capita
income since 2002) and its correlation with the growing dete-
rioration of its freedoms in the medium term (measured by the
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Figure 6
Correlation between GDP per capita and ranking in the Hong Kong Press

Freedom Index (2002-2020)
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Note: Prepared by the author using data from the Monetary Fund and the
“Reporters Without Borders” Press Freedom Index.

evolution of the Press Freedom Index carried out since 2002 by
the organization Reporters Without Borders).

Our question is how the prosperity achieved by a major re-
pressive regime leads first (in the short-medium term) to positive
economic growth for open societies and then (in the medium-long
term) to an increasing deterioration of individual rights. That is
our guiding question and that is our primary focus.

The key point can be expressed as follows: Actor A (originally
Hong Kong, now Uruguay) overestimates the protective power
of the long distance and of its own institutional strength in the
short term because it underestimates the long-term impact of
stepping up integration with country B (China). The Atlantic
Council Index thus provides a relevant reference point: while the
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index shows how freedom has increasingly resulted in prosperity
in the medium term, our analysis draws on the Hong Kong ex-
perience to argue that the prosperity of a repressive regime like
China’s will also increasingly lead, in the medium term, to a de-
terioration of freedom in a nearby open society like Hong Kong.
Hong Kong’s recent experience is just one example of what will
happen to freedoms around the world if open societies do not
pay careful attention to the “Freedom-Prosperity - Prosperity (of
an empowered repressive regime)- Unfreedom” sequence. As
such, we can argue that there is a “liberal case against free trade
with repressive regimes” —a claim that will need further elabo-
ration in future studies.

Simply expressed, our main contention is the following: The
current deterioration of freedoms in Hong Kong is closely linked
to the growing strength of Beijing’s repressive regime. Similarly,
the current strength of the Beijing regime is intrinsically linked
to the prosperity achieved by China. The prosperity achieved by
the Beijing regime is linked to the increase in trade and invest-
ment that China has enjoyed from partnering with the prospe-
rous liberal democracies of the West since the triumph of capita-
lism after the fall of the Wall. We can thus establish the following
claim: Open societies should not trade or should rethink their
relationship with dictatorships because they might be contribu-
ting to a prosperity that, in the medium term, will threaten the
freedom of small and medium-sized democratic countries. This
1s an unprecedented pattern and, while our point is simple, it has
not been sufficiently studied.

There is no precedent in history of a closed society (a repressi-
ve regime) that first flourished as a result of its integration with
thriving open societies and then used that prosperity to threaten
the freedoms of those open societies. Such a pattern has no pre-
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cedent in history because we have seen a series of unprecedented
developments: 1) an unprecedented triumph of liberal capita-
list democracy, 2) an unprecedented trade globalization process
following the fall of the wall (as illustrated in our example in Figure
6), 3) an unprecedented trade integration process between the
West and China over that period, 4) a resulting Chinese economic
miracle (which took the country from 2.3% of the global economy
in 1990 to 18.9% today); and 5) a remarkable strengthening of an
efficient and illiberal capitalist economy that is thus now pursuing
a repressive policy against certain regions of China (Hong Kong,
Xinjiang, Tibet), against nearby democracies (Taiwan), against
relatively close democracies (e.g. Australia), and against distant
democracies (e.g. Lithuania and Canada).

This is an unprecedented pattern in human history. Trying to
stop this process would mean assuming that free trade and trade
integration with China may have positive material results in the
short-medium term but will result in the medium-long term in a
major threat to a way of life where respect for individual rights
1s placed above collective rights — or above an ill-defined quest
for greater collective prosperity.

The graphs and tables are intended to illustrate the growing
asymmetry of power emerging amidst a process aimed at mutual
prosperity between a large, opaque country and a small,
transparent one. Since 1997 until today (2023), Hong Kong
has seen an increasing economic-trade integration, increa-
sing mutual prosperity, increasing asymmetry, and increasing
deterioration of individual rights. Is this development relevant
to our region? In particular, 1s it relevant for strong small to me-
dium-sized democracies seeking to further develop economic
and trade relations with a repressive regime thatin 1980 accoun-
ted for 2.3% of the world GpP and today accounts for 18.9%?
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It 1s indeed relevant information, even though it is a recent
historical development that continues to unfold. Hong Kong’s
trade integration process with China was formally initiated on
July 1, 1997, under a treaty that followed the well-known “one
country, two systems” formula intended to run for 50 years (until
2047), but China has openly violated that integration treaty. It
was basically the first treaty of such proportions to be signed by
China since its opening to the West and since the West opened
up to China. With the China-Hong Kong integration process
now (2023) having 26 years of history, we can now leverage the
“chronological advantage” to conduct a much-needed compara-
tive analysis.

The deteriorating state of individual rights in Hong Kong
constitutes an indispensable historical reference for any rigorous
discussion of the benefits and detriments of trade integration
with China. As we mentioned, this becomes particularly relevant
for a small and transparent country like Uruguay, as it has seen
an accelerated and much-celebrated trade integration process
with Beijing that it intends to broaden with a Free Trade Agree-
ment promoted by the main political forces and supported by a
clear majority of the Uruguayan civil society.

The political and institutional process that Hong Kong has
undergone from July 1, 1997, to the present is self-explanatory.
Hong Kong offers us evidence of a complex development pat-
tern where growing economic integration has led, in a first stage,
to mutual material benefits and in a second stage has created
an asymmetry of size and power that is currently giving rise to
a third ongoing stage marked by growing deterioration of civil
liberties and individual rights. Hong Kong is more prosperous
today (2023) than it was in 1997. China is certainly much more
prosperous today than it was in 1997, but the civil and political
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rights of Hong Kong citizens are much feebler than they were in
1997. And while correlation certainly does not establish causa-
tion, it is still relevant information that we should consider from
a comparative perspective to find dissemination mechanisms to
disseminate information among citizens living in small and me-
dium-sized democratic countries in the region.

As such, the Atlantic Council has devised a rigorous index
that establishes a strong correlation between “Freedom and
Prosperity.” We can now reasonably contend that a reverse
pattern has recently taken hold: a dangerous and growing corre-
lation between the prosperity of repressive regimes (China) and
a reduction of individual freedom in open societies (e.g. Hong
Kong). We have named this new and unprecedented pattern
“From Prosperity to Unfreedom.” It is particularly relevant to
note here, first, that closed regimes (China) have become pros-
perous thanks to their trade integration with liberal democracies
and, second, that the prosperity achieved by China has been a
major driver of the progressive deterioration of individual rights
in open societies (particularly in small and medium-sized ones).

After the fall of the wall, open societies have traded and stren-
gthened ties with dictatorships in general and with the Chinese
regime in particular. Thus, the prosperous liberal democracies
first became primarily responsible for the prosperity achieved by
the dictatorships but are now also, indirectly, primarily responsible
for the growing threat to freedoms posed by the unprecedented
prosperity of repressive regimes.

Tables 5 and 6 and Figures 4, 5, and 6 summarize the extraor-
dinary prosperity created by the expansion of liberal democracy
and capitalism in the decades following the fall of the wall (i.e.,
the findings from the “Freedom and Prosperity” index), but, on
the other hand, we are also seeing now the recent unprecedented
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relationship between “Prosperity and Unfreedom.” There 1s no
precedent in human history for such a close relationship between
“Prosperity and Unfreedom.” It is a new development that poses
a new kind of conceptual and moral challenge.

The disparity between China’s economy and Hong Kong’s
economy provides a telling indicator of the close relationship
between the recent success of capitalism and the threat to free-
doms facing small and medium-sized open societies. In the case
of Hong Kong in particular, such a causal relationship is not
merely a potential threat but a reality that has been verifiable
over the past nine years. Hong Kong remains prosperous — its
per capita income grew 347% from 1997 to 2022 — but has lost
most of its freedoms.

Accordingly, we have offered the following hypothesis: while,
as described by the Atlantic Council index, the post-1990 global
economy has indeed shown a strong correlation from “Freedom
to Prosperity,” a significant part of that prosperity has empowe-
red the repressive Chinese regime, creating a new pattern that
goes from “Prosperity to Unfreedom.” This is an unpreceden-
ted pattern in history because 1) the world has never been as
free as in the last 30 years and 2) the world has never been as
prosperous as in the last 30 years. In that context, 3) the free
world — where liberal democracy and capitalism coexist — has
been the main financial and trade engine of the unprecedented
growth and prosperity achieved in the repressive regimes
(especially China).

TOWARDS A “LEADING INDICATOR™?

Hong Kong’s relationship with China after 1997 illustrates the
threat to open societies posed by Beijing’s regime. Hong Kong’s
experience provides specific indicators that help the rest of the
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liberal democracies, particularly small and medium-sized ones
like Uruguay, to glimpse a likely future path. Why? There are
two main reasons: 1) the economic and institutional integration
between China and Hong Kong was, for obvious reasons, both
far-reaching and asymmetric, and 2) their relationship stretches
further back in history than China’s relations with the rest of the
world, providing us with valuable insight into potential downs-
tream events that we have so far underestimated — the handover
took place formally in July 1997, although negotiations started
back in 1982.

Next, those insights need to be systematized so they can be
used to make a comparative analysis of the region. More parti-
cularly, the Hong Kong experience can be thought of as a “Lea-
ding Indicator” for small and transparent liberal democracies. In
other words, we may draw on an integration that has taken place
in the recent past to point to potential consequences for the fu-
ture of another ongoing integration. We are thinking mainly —
but not limited to — the current broad consensus (in late 2023)
among Uruguay’s political leadership and civil society to pursue
a free trade agreement with mainland China. Uruguay’s politi-
cal leadership and civil society clearly appreciate the past and
potential short-term material benefits of a free trade agreement,
but they are failing to gauge the medium and long-term institu-
tional and moral costs that can already be seen today. They fail
to realize that the medium and long-term moral and institutio-
nal costs will have material consequences that will impact future
per capita income.

Why underestimate a valid comparative resource that can
offer perspective from a recent historical journey? Why do we
not realize the extent of the threat? For Uruguay, the reason
is that both political leaders and civil society overestimate the
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institutional strength vis-a-vis Chinese opacity and underestima-
te (or fail to understand) the drastic institutional transformation
Beijing has undergone in a short period of time. To make matters
worse, this 1s happening as the asymmetry between the size of
the Chinese economy and the size of the region’s medium and
small economies is widening considerably.

The Hong Kong experience from 1997 onwards can be thou-
ght of as a “Leading Indicator” for small and medium-sized
countries in the region. A leading indicator is composed of one
or more stylized indicators that provide advance information on
the behavior of another variable. For example, it is used in eco-
nomics to predict the short-medium-term evolution of the future
growth rate. So, for example, we could use the performance of
the construction index at time T, to predict the performance of
another indicator (usually GDP) at time T .

As such, the “Leading Indicator” from the Centro de Estudios

CERES (Uruguay)

...1s a leading indicator of the level of activity. To cal-
culate the 1LC (i.e., the CERES Leading Index), we use a set of
variables that consider both the domestic landscape and the
international outlook, which are then computed by CERES, as
they tend to show fluctuations before the Gross Domestic Pro-
duct (6DP) does. The 1L.C can provide a measure of the current
economic trend in real time, with a monthly forecast published
at the end of each month. It thus comes several months befo-
re the publication of official statistics. (Ceres, 2023).

Micro- and macro-economic indicators are developed with
a level of rigor and systematization that political and geopoli-
tical indicators and variables typically lack — at least for now.
However, we can draw on past experiences to predict how cer-
tain events may unfold. Hong Kong’s experience with China is
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relevant for the rest of the small and medium-sized democracies
because, as mentioned above, 1) it already has a sufficiently long
historical track record, 2) that track record enables us to exami-
ne the correlation between economic growth and institutional
weakness, and 3) the geographical proximity factor offers an in-
sight about what can happen when a small economy that is com-
mercially integrated with China gets physically “closer” to that
country. Today’s geopolitical reality calls for a redefinition of the
concept of distance. Kaplan introduces the issue with particular
clarity:
We do not have a world government; nor do we have any truly
effective world governance. But owing to the shrinkage of
geography caused by technology, there is an emerging world
system, in which crises can migrate from one part of the Earth
to another. Greater interconnections mean that any place or
continent can be considered strategic and affect all the others.
It is a global Weimar, where there is always a crisis. The 20th-
century computer scientist and polymath John von Neumann
once said that the finite size of the Earth would become a
source of instability. As populations rise in absolute numbers,
as more and more human beings live in complex urban
settings, and both weaponry and communications — especially
cyber — develop and become more sophisticated, the Earth
will eventually become just too small for its volatile politics.
That is why, like Weimar, our world today seems so anxious,
claustrophobic and unstable. The idealists among us say that
geography is not determinative, and that fate is ultimately
in the hands of human agency. But human agency need not
have positive outcomes. Individuals such as Vladimir Putin
and Xi Jinping are human agents who have caused a vast and
bloody war in Ukraine and are driving Asia toward a high-end
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military conflict over Taiwan. In fact, as world geography
shrinks, the price for human error and human malevolence
grows. The margin for error narrows, so thinking without
illusions becomes necessary. [No tenemos un gobierno mun-
dial; ni tenemos una gobernanza mundial verdaderamente
eficaz. Pero debido a la contracciéon de la geografia causada
por la tecnologia, est4 surgiendo un sistema mundial en el que
las crisis pueden migrar de una parte de la tierra a otra.
Mayores interconexiones hacen que cualquier lugar o continen-
te pueda considerarse estratégico y afecte a todos los demas. Es
un Weimar global, donde siempre hay una crisis. El cientifico
informatico y erudito del siglo XX John von Neumann dijo una
vez que el tamano finito de la tierra se convertiria en una fuente
de inestabilidad. A medida que las poblaciones aumenten
en numeros absolutos, que cada vez mas seres humanos vi-
van en entornos urbanos complejos y que tanto el armamento
como las comunicaciones (especialmente las cibernéticas) se
desarrollen y se vuelvan mas sofisticadas, la tierra eventual-
mente se volvera demasiado pequefia para su volatil politica.
Por eso, al igual que durante la republica de Weimar, nuestro
mundo hoy parece tan ansioso, claustrofébico e inestable.
Los idealistas entre nosotros dicen que la geografia no es
determinantey que el destino esta, en tltimainstancia, en manos
de la acciéon humana. Pero la accién humana no tiene por qué
tener resultados positivos. Individuos como Vladimir Putin y
Xi Jinping son agentes humanos que han provocado una vasta
y sangrienta guerra en Ucrania y estan llevando a Asia hacia un
conflicto militar de alto nivel por Taiwan. De hecho, a medida
que la geografia mundial se reduce, el precio del error humano
y la malevolencia humana aumenta. El margen de error se
estrecha, por lo que se hace necesario pensar sin ilusiones]
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(The New Statetsman, abril de 2023).

This last point should be explored further: the indifference
shown by liberal democracies in relation to the developments in
Hong Kong is partly due to the fact that we perceive, consciously
or unconsciously, that there is something particularly inexorable
about Hong Kong’s destiny due to its proximity to China. Thus,
those of us who live in countries far enough away (e.g., Uruguay,
Ecuador, or Chile) simply assume that nothing like that will ever
happen to us. However, we must rethink the issue and ask oursel-
ves what we would do should new technological and institutional
factors emerge that would tend to shorten the geographical dis-
tances between countries. Thus, we can consider for a moment
the argument that growing integration is shrinking the distances
between countries and people.

Distances have not only been shortened but will be further
shortened by the virtuous circle linking technology and trade in-
tegration. That is why the developments in the once-open society
of Hong Kong are becoming particularly relevant for small and
transparent countries like Uruguay. They offer a leading indica-
tor that can provide us with insights about a (very) possible future
scenario. All of this begs the question: Why would Hong Kong
be a “leading indicator” for small and medium-sized countries in
the region? How can we rethink distance? We can consider the
implications of the “leading indicator” around two main points:
first, a “leading indicator” can shed light on the potential conse-
quences for small and medium-sized countries that decide to fur-
ther their trade integration with China, and second, the “leading
indicator” can help us to rethink the fact that pursuing a tighter
trade integration will be, in and of itself, a mechanism that will
bring them closer to China.
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FINAL REMARKS

The implosion of centrally planned economies and the remarka-
ble global triumph of capitalism, coupled with a non-global yet
relevant triumph of liberal democracy, has contributed to the
prosperity of people living both in open societies and in closed
societies, but at the same time, it has contributed to the streng-
thening of a host of repressive regimes (especially the Chinese
regime), creating a new unforeseen pattern: China’s economy
has thrived on Western-driven trade and investment from 1990
onward, and that prosperity has now become an increasing
threat to freedom. The most representative example can be seen
in what happened between the West, China, and Hong Kong.

So, what lessons can we learn from the developments obser-
ved so far between China and Hong Kong in terms of Beijing’s
growing integration with Latin American small and medium-si-
zed countries? Hong Kong’s relationship with China is a relati-
vely recent historical development that provides us with valuable
insights about the consequences for a small-medium open socie-
ty of engaging in a far-reaching process of trade integration with
a large and opaque economy, particularly with a repressive regi-
me that has grown from 2.3% of global Gpp in 1980 to 18.9%
today (2023).

Taken as a mitigating factor, distance must be rethought in-
sofar as trade integration itself represents a mechanism that
brings the parties together both politically and institutionally. To
maintain that the fact of being geographically far away (i.e. to
believe that “we are not and will not become Hong Kong” be-
cause, for example, Montevideo 1s 18,330 km away) is reason
enough to consider it safe to seek a free trade agreement with
Beijing supposes the logical error of failing to understand that
trade brings nations closer together, and the institutionalization
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of trade through a treaty deepens and solidifies that closeness in
the medium term. Thus, if we assume that distance is a problem
for Hong Kong and not for Uruguay, the consequent strategic
decision to institutionalize an already close trading relationship
would bring Uruguay even closer to China, and that would raise
the question of the extent to which “getting closer” (via trade)
represents an opportunity and of where the point of no return
is and why. Indeed, we would need to ask ourselves why that
supposed point of no return, which is so far certain, would not
become an uncertain prospect in the near future.

There is yet another conceptual error around the debates on
“China as an opportunity”: trade promotes empathy between
the parties involved and contributes to increased harmony and
peace between nations so long as it enriches societies horizontally,
1.e. when the material gains from trade are distributed among ac-
tors in both civil societies, and not when — as the post-1990 de-
velopment of Western trade with China illustrate — civil society
actors in liberal democracies are enriched, on the one hand, but
on the other hand, the state and para-state actors in the Chinese
economy are primarily empowered, creating a growing asym-
metry between its state apparatus, its own civil society, and the
private sector in the rest of the world.

There is an insufliciently studied dimension of trade not only
as a generator of wealth but also as a creator of asymmetries
when it happens between a democracy and a dictatorship, and
even more so when it takes place between a small and transpa-
rent democracy and a large and opaque dictatorship. The pro-
cess of institutional and commercial integration between Hong
Kong and China from 1997 to the present is the prime example
of a small-medium open society that enjoys economic prosperity
in the short term but collapses politically in the medium term
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as a result of that process. It is critical for small and medium-
sized liberal democracies around the world to take note and study
such a development as they feel the pressure and temptation
to put short-term material benefits above the obvious negative
consequences in the medium-long term. In “Latin America”,
Uruguay is the nation most threatened by a closer trade inte-
gration with China because no other country combines a high
institutional quality with a small size, and a high (and growing)
commercial exchange coupled with a political leadership and a
civil society that so far perceive only a commercial opportunity
while underestimating the institutional threat.

As noted above, the Atlantic Council created the Free-
dom and Prosperity Center, whose primary aim is “to
increase the prosperity of the poor and marginalized in
developing countries and to explore the nature of the relation-
ship between freedom and prosperity in both developing and
developed nations.” That points to a relevant question, but
it must be supplemented with an additional question.
There has been an observed positive correlation between
freedom and prosperity, but the increasing integration be-
tween the West and China has led to a new pattern that now
raises the question: what is the nature of the relationship
between the new prosperity and the growing fragility of in-
dividual rights, or in other words, what is the relationship
between “Prosperity and unfreedom” today? This is the new
and crucial question of our time: will the individual freedoms of
prosperous liberal democracies be affected by the remarkable
economic growth achieved by repressive regimes like China?
The West has made an impact on the “East” (basically,
China) through a trade integration without precedent in
history. As the global economy grew at an average rate of 3.4%
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from 1980 to 2022, China grew from 2.3% of the world’s Gbp
to 18.9% today. That 1s an unprecedented combination of
nominal and percentage growth — i.e., China not only grew
by an average of 9.2% per year over almost 3 decades (just as
Vietnam did, to name an example) but also went from accoun-
ting for 2.3% of the global economy to 18.9%. That not only
means a considerable strengthening of a dictatorship, but the
strengthening of a dictatorship with a population of over 1.3
billion people, which today accounts for almost 20% of the
global economy.

Such empowerment — which, as we mentioned, is a direct
result of the opening undertaken by the West in trade, techno-
logy, and investment — has not only had and continues to have
negative consequences on the freedoms of Chinese citizens, but
will have increasing consequences on individual freedoms throu-
ghout the rest of the world. That direct relationship between
prosperity (of a repressive regime) and an erosion of freedoms
(the direct relationship between “Prosperity and Unfreedom”) is
a critical fact about our times that we have underestimated —
and that we must rethink.

As such, at minute 3:24 of the documentary entitled “Hong
Kong after the handover: the highs and lows of 25 years under
‘one country, two systems’”, a Hong Kong resident mentioned
having misgivings after the 1997 handover:

33

The 1997 handover was actually a big concern for many
Hongkongers because they were worried, anxious and scared.
Everyone was worried that society would change after the
handover, that Hong Kong’s living standard would be lowered
to that of mainland China, including the degree of freedom and
other things. [El traspaso de 1997 fue en realidad una gran preo-
cupacion para muchos hongkoneses porque estaban ansiosos
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y asustados. A todos les preocupaba que la sociedad cambiara
después del traspaso, que el nivel de vida de Hong Kong se
rebajara al de China continental, incluido el grado de libertad y
otras cosas. (2022)

However, he then remarks: “But I thought since China
made a promise, I decided to stay and see what would ha-
ppen” (2022). That is, as a citizen he gave Beijing the benefit
of the doubt, and since the regime had made a promise, he
decided to stay and trust it.

That 1s a key point: we may debate the greater or
lesser naivety in having believed Beijing’s promise back in
1997, but what we cannot do by now (late 2023) is ignore
the fact that it was a false promise. The Hong Kong
experience may serve as a key indicator for the rest of the
world when it comes to the benefits and drawbacks of an
increasing integration with China. They are not hypothe-
tical benefits or drawbacks but concrete ones, as we know
very well today what happens when a small, open society
becomes integrated with a large, closed regime which be-
gins the relationship at a size ratio of about 100 to 18 —
Hong Kong was 18% of the Chinese economy in 1997
— and then, at a second point in time, (2022) at a ratio of
about 100 to 2.8, as today Hong Kong accounts for a mere
2.8%.

It 1s important to note that, over those 26 years, both econo-

mies have prospered materially as a result of the trade integra-
tion, but the smaller, more transparent economy has certainly
suffered an increasing erosion of freedoms along the way. Hong
Kong thus emerges as a key example to rethink the relationship
between prosperity and freedom. After the lessons learned from
1997 to the present, what would Hong Kongers do if they were
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given the choice again: to be more prosperous and have their
freedoms curtailed, or to be less prosperous but freer? It is, of
course, a rhetorical question. The question is how to implement
change. It is a question about the challenge posed by an econo-
mic policy of transitioning to a less prosperous and freer society.
While Hong Kongers can no longer go back to regain a set of
civil rights, Uruguayans, Ecuadorians, or Chileans, for example,
can learn from the process that has taken place.
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ABSTRACT

The People’s Republic of China is increasing its presence in the
American hemisphere, both bilaterally and multilaterally. At the
multilateral level, it is using the Community of Latin American
and Caribbean States (CELAC) as a platform to promote an alter-
native regional order to the one led by the Organization of Ame-
rican States (0AS). That new order is more friendly to autocracies
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and less committed to human rights and the fight against corrup-
tion. China has been increasing its cooperation with CELAC in
a number of areas, including trade, investment, education, and
culture. It has also become a major investor in infrastructure in
Latin America and the Caribbean. It is leveraging its presence
in the American hemisphere to challenge u.s. leadership in the
region, seeking to establish a new agenda that is more aligned
with its own interests.
Keywords: China, CELAC, OAS, new regional agenda.

CHINA’S DIPLOMATIC PRESENCE IN INTERNATIONAL
FORUMS: OAS AND CELAC

The People’s Republic of China has a well-established diploma-
tic presence in the American hemisphere. With the exception
of Belize, Guatemala, Haiti, Paraguay, St. Kitts and Nevis, St.
Lucia, and St. Vincent and the Grenadines, all states in the
hemisphere maintain diplomatic relations and/or recognize the
People’s Republic of China. And that diplomatic presence can
also be found at the multilateral level. But China’s participation
goes beyond a mere presence in multilateral institutions and
forums. it comes as part of an effort to blunt the Inter-American
order to build an alternative order — one that excludes the
United States of America. As such, little has been studied about
the presence of the People’s Republic of China in the organiza-
tions and political mechanisms within the American hemisphere
and its strategic objectives.

Concerning inter-American institutions, the Organization of
American States (hereinafter 0as) is the preeminent Pan-Ame-
rican international organization at the regional and continental
levels. Founded in April 1948, the 0as has evolved from a mere
political forum for multilateral dialogue, decision-making, and
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integration in the Americas to an institution that leads a regional
order based on clear and solid foundations, espousing values
including the promotion and defense of human rights, the streng-
thening of democracy, and the fight against corruption. China
has served as a permanent observer to the 0As since 2004.

Meanwhile, in the area of political mechanisms, the Commu-
nity of Latin American and Caribbean States (CELAC) provides
an interesting example. Founded in 2011, this intergovernmental
mechanism for dialogue wields significant political influence at
the regional and even global levels by way of political dialogue
and cooperation. In recent years, CELAC has pursued a transac-
tional approach to inter-regional relations, lending a vestigial
role to the values promoted by the 0As. CELAC is now aiming
to position itself as the new alternative to the existing Inter-
American regional order that has placed the 0as and its values
at its core.

Those developments are further accentuated by the fact that
Cuba, Venezuela, and Nicaragua, the main promoters of CELAC,
have all withdrawn from participation, in one way or another, in
the oas. The new order promoted by CELAC is favorable to
autocracies, views human rights as only a domestic issue affecting
each country — rendering them invisible — and is indifferent to
corruption.

The People’s Republic of China (China) has not been obli-
vious to this situation and is using the same strategy it has used
globally to overturn the rules-based international order and
overhaul the Asian regional order, this time using CELAC as a
means to strategically compete with the oas. China’s strategy
is based on blunting the order led by the 0as and building an
alternative one through cerac. Accordingly, China has invested
considerable political capital via the China-cerac Forum in a
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process aimed at overturning the established order and building
an alternative one.

The first two sections of this study provide an overview of
the regional order promoted by the 0as and the one promoted
by ceLac. They also discuss China’s relationship with both the
0AS and CELAC, focusing on the existing cooperation frameworks.
After demonstrating the preeminence that China has attached to
CELAC, the third section discusses the strategy followed by China
and CELAC to undermine the 0As order and its Pan-American
values and to build, in parallel, an alternative order that places
CELAC atits center. To that end, the section looks comparatively at
the efforts undertaken by Cuba, Nicaragua, Venezuela, Mexico,
Guatemala, El Salvador, Honduras, and Bolivia — all showing
poor performance in democracy, human rights, and anti-corrup-
tion — to “blunt” such a preeminent joint dialogue mechanism
under the 0as order as the Summit of the Americas and “build”
a reputation for the CELAC Summit.

THE OAS AND THE PAN-AMERICAN VALUES
The oas was effectively established in 1948, but its institutional
background dates back to the beginning of that century with
the formation of the Pan-American Union. It is an intergovern-
mental organization made up of 35 member states — including
Cuba, whose membership was suspended in 1962 and then
reinstated in 2009, although Cuba decided not to reclaim it.
The Pan-American objectives pursued by the 0as are qui-
te unambiguous and include maintaining peace and security,
advancing democracy, protecting human rights, and promo-
ting economic and social development to achieve sustainable
growth in the Americas. To achieve that, the o0as has
concluded a wide range of agreements that favor the
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Pan-American values of democracy, human rights, and trans-
parency, including the American Declaration of the Rights
and Duties of Man (1948), the American Convention on
Human Rights (1969), the Inter-American Convention against
Corruption (1996) and the Inter-American Democratic Char-
ter (2001). It also has established clear institutional mandates
to monitor and enforce those values via the organization’s
General Secretariat, its Electoral Observation Missions, the
Inter-American Commission on Human Rights (1acHR), the
Inter-American Court of Human Rights (1acHrR Court), and
its Anti-Corruption Mechanism.

One of the extra-institutional political mechanisms relied
upon by the 0as is the Summit of the Americas. Although
not formally an 0As mechanism, in practice it has played a
key role in the regional order, providing a framework for
developing community standards for democratic governan-
ce, human rights protection, and the fight against corruption.
In many ways, the Summit represents a complementary me-
chanism to the oas that further supports the current regional
order. At the same time, the 0As also serves as the secretariat
for the Summits of the Americas, thus establishing a pattern
of formal relationship that transcends the natural informality
of the Summits of the Americas.

In practice, the Pan-American values embodied in the 0as
regional order are legitimized and operationalized by the various
instruments and mechanisms described above. But we should
note that despite constituting Pan-American values, democracy,
human rights, and transparency also represent strategic weak-
nesses in many of the countries throughout the hemisphere, con-
sidering their limited implementation and the endemic problems
associated with them. Thus, we are looking at an environment
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marked by strategic competition where disruptive players like
China are seeking to leverage those weaknesses to advance their
revisionist model of the world order.

In cases of deviations from the norm across the region — e.g.,
coups d’état, electoral frauds, systematic or egregious violations
of human rights, or major acts of corruption — there are

Table 1
China’s Financial Contributions 2005-2019

Year PRC’s contributions C°:£2‘$:2;?Z:“ China’s % of

to the oas to the OAS contribution
2005 $196,800.00 $11,650,039.00 1.69%
2006 $200,000.00 $19,060,470.00 1.05%
2007 $173,000.00 $20,398,686.00 0.85%
2008 $262,000.00 $22,684,500.00 1.15%
2009 $220,000.00 $20,318,115.00 1.08%
2010 $234,390.00 $15,781,991.00 1.49%
2011 $180,000.00 $15,692,757.00 1.15%
2012 $322,690.00 $13,239,105.00 2.44%
2013 $392,850.00 $16,926,686.00 2.32%
2014 $358,093.00 $10,999,882.00 3.26%
2015 $299,029.00 $17,489,205.00 1.71%
2016 $568,788.00 $14,048,254.00 4.05%
2017 $445,500.00 $16,533,473.00 2.69%
2018 $517,320.00 $16,135,359.00 3.2%
2019 $443,675.00 $21,072,075.00 2.1%
Total us$ $4,814,135.00 $252,030,597.00 1.87%
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mechanisms in place within the regional order to sanction or
even disqualify the offending State from the system.

When it comes to sanctions, the 1ACHR, the Inter-American
Court, and the Anti-Corruption Mechanism of the oas play a
major role. And when it comes to disqualifications, the democra-
tic clause contained in the Declaration of Quebec disallows any
participation in the Summit of the Americas by countries that
do not adhere to the principles of representative democracy —
as does the Democratic Charter within the OAs.

As for China, the relationship between the 0as and the Asian
giant is arguably a recent development. The 0As currently has
seventy-one permanent observers, and China was the sixtieth
state to acquire that status (2004). Since then, China’s annual
contributions have ranged from usp 173,000.00 to $568,788.00,
averaging only 1.87% of annual contributions received by 0as
from permanent observers between 2005 and 2019 (China
Profile, 2019). Aside from those contributions, China also
offers scholarship programs, with more significant cooperation
projects taking the form of bilateral agreements for infrastructure
projects and an expansion of its economic support programs.
Thus, we are looking at a formal cooperation scenario that falls
within established institutional frameworks.

CELAC, ITS ORIGINS, AND ITS RELATIONSHIP

WITH CHINA

CELAC was formally founded on December 3, 2011, as an
intergovernmental platform for dialogue and political coopera-
tion bringing together the 33 Latin American and Caribbean
countries and excluding the U.s. and Canada by default. One
of CELAC’s founding objectives was to “move decisively towards
becoming an organization that brings together all the Latin
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American and Caribbean States” (Parlatino, 2020). Notably,
more than a decade later, CELAC has not been formally institu-
tionalized as an intergovernmental organization or constituted
as an entity under international public law by means of a treaty.

The origins of ctrac date back to the Contadora Group,
which together with the Contadora Support Group — or Lima
Group — served as a precursor to the Rio Group, the initiative
to which ceLac would become the successor. Interestingly, it
was the Contadora Group that laid the foundations for peace in
Central America and the Central American integration process
through the Esquipulas 1 and 11 Agreements and with the support
of the Central American Parliament (PARLACEN) and the Central
American Integration System (SICA). SICA and PARLACEN — both
institutions established under international law as intergovern-
mental organizations — were integrated into the regional order
promoted by the oas, adopting the Pan-American values of
democracy, human rights, and transparency within their institu-
tional framework. This fact stands in stark contrast to the lack of
institutionalization of CELAC.

CELAC 1s also the successor to another informal mechanism
established to promote integration: the Latin American and
Caribbean Summit on Integration and Development (CALC).
CELAC was officially founded at the 11 Summit of the caLc with
the Declaration of Caracas. With the signing of a joint decla-
ration at the Brasilia Summit of leaders of China and Latin
American and Caribbean countries, the year 2014 saw the crea-
tion of the China-cELac Forum, focusing on “the promotion
of cooperation and comprehensive partnership building based
on equality, mutual benefit, and shared development between
China and the Latin American and Caribbean countries.”
(China-cerac Forum, 2016).
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The basis of the China-ceELac relationship revolves
around cooperation in “mutually agreed key areas” where
values like democracy, human rights, and transparency
play a residual role at best. The areas include agriculture,
scientific and technological innovation, business, think
tanks, and young political leaders and political parties,
and they are addressed through discussions at various
sub-forums as part of the China-cerac forum.

The China-cELAc forum notably features the ministerial mee-
ting, the meeting of national coordinators, and the Dialogue
of Foreign Ministers of China and the cerac “Quartet” (the
current president pro tempore of CELAC, the former president
pro tempore of CELAC, the succeeding president pro tempore of
CELAC, and the current president pro tempore of CARICOM).

China-cELAC cooperation has been broadly set out in an
action plan for cooperation in key areas for 2022-24 (China
MOFA, 2021). The document encompasses cooperation in policy-
making and security and pragmatic-economic cooperation
involving trade, investment, financing, agriculture and food,
science and technological innovation, industry and informa-
tion technology, aviation and outer space, energy and resources,
tourism, and customs and taxation. It also encompasses social,
cultural, and person-to-person cooperation initiatives on issues
concerning public health, sustainable development and poverty
eradication, culture, arts and sports, higher education, think
tanks and youth training, and media and communication.

Notably, it also includes cooperation in sustainable develop-
ment. And lastly, it includes a section on international relations
and subregional and interregional cooperation, emphasizing
integration across Latin America and the Caribbean with a call
to strengthen cooperation between the Asian Investment and
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Infrastructure Bank and the Brics New Development Bank, on
the one side, and the Development Bank of Latin America and
the Caribbean Development Bank on the other. The latter two
institutions stand in contrast to the Inter-American Development
Bank in the same way that the Asian Development Bank does to
the former two institutions: they do not feature participation by
the United States.

As part of the most recent CELAC summit in 2023, President
Xi Jinping participated in the joust with a video in which he
insisted on the importance of continuing to bolster the develop-
ment of the China-CELAC Forum to foster a “new era” characte-
rized by equality, mutual benefit, innovation, openness, and the
well-being of all peoples (China mofa, 2023). In formal terms, as
stated by Wang Y1, China supports the establishment of CELAC
as a formal institution as well as its “independent exploration”
of a development path that can fulfill its own conditions and
the pursuit of foreign policies according to its own needs (CGTN,
2022). As such, says Wang, China is ready to work with CELAC
to build an equitable, mutually beneficial, innovative, and open
relationship that will benefit all peoples.

ESTABLISHING AN ALTERNATIVE REGIONAL ORDER

In a detailed study of China’s grand strategy to overthrow the
US-led liberal international order, Rush Doshi discusses China’s
efforts to build an alternative regional order in Asia through a
variety of institutions. And Doshi’s insights about Asia can be
largely applied to China’s footprint in the Americas. In his study,
Doshi raises a number of questions, including why China created
costly new forums (the China-CELAC Forum) or promoted others
that had little visibility (CELAC), considering that more mature
institutions were already in place (0AS) that could have served
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the purpose. He also questioned why China so suddenly started
to promote the institutionalization of those forums, considering
it had previously opposed the institutionalization of other
mechanisms (CELAC). For Doshi, the answer lies in China’s strategy
following the 2008 global financial crisis. Before that, China’s
strategy was focused on blunting the pre-established internatio-
nal order. After the crisis, the building element was introduced:
building a new international order. Thus, its aim entailed more
than just hampering the effective operation of the existing insti-
tutions, as once they were weakened, those institutions were to
be replaced by others with a vision that was more in line with
that of China.

If we apply Doshi’s reasoning about Asia to the Americas, we
can find very interesting parallels like those mentioned above.
And that could also largely explain China’s decision to join the
0AS as a permanent observer back in 2004 — before 2008 — as its
purpose at the time was not to overthrow the 0as and its regional
order by creating alternative institutions, but rather simply to
“blunt” it and ultimately render it inoperative.

The grand strategy of blunting the pre-existing order and
building a new one obviously results in competition between
the institutions that represent the status quo and those that
are promoting a new revisionist model. In the Americas,
the emerging competition between the o0aAs and CELAC
provides a magnificent example, as it not only perfectly
illustrates Doshi’s approach but also provides us with concrete
cases of how such competition can materialize. At the political-
diplomatic level, the most illustrative one can be seen in the 1x
Summit of the Americas in Los Angeles, California, usa (2022) as
compared to the vii Summit of CELAC in Buenos Aires, Argentina

(2023).
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Both summits were attended by 23 heads of state and govern-
ment. In the case of the Ix Summit of the Americas, of the 35
States that make up the hemisphere, three (3) were unable to par-
ticipate (Cuba, Nicaragua, and Venezuela) on the grounds of the
democratic clause contained in the Declaration of Quebec, and
Saint Vincent and the Grenadines tried to lead an unsuccess-
ful boycott following the refusal to invite the three autocracies
(NationNews, 2022). It was precisely because of that refusal that
Mexico, Honduras, Bolivia, and El Salvador did not participate
with delegations at the level of heads of state, with all cases
designating their foreign ministers as heads of delegation. The
President of Guatemala, for his part, decided not to attend the
meeting following U.S. accusations concerning the fight against
corruption, also designating his Foreign Minister instead.

Uruguayan President Lacalle canceled his participation due
to health concerns, as he had been diagnosed with covip-19. By
contrast, the viI CELAC Summit was attended by Cuba, Nicara-
gua, and Venezuela, as well as the heads of state of Honduras
and Bolivia. And Mexico and El Salvador both sent their foreign
minister and vice-president, respectively.

Itis clear from the above that the main reasons that led Mexico,
Honduras, Bolivia, El Salvador, and Guatemala to not partici-
pate in the 1x Summit of the Americas — i.e., criticisms raised
concerning democracy, human rights, and the fight against
corruption — were not considered an obstacle a few months
later to participate in the vit Summit of ceLac. Thus, the transac-
tional model of intra-regional relations adopted by CELAC —
which disregards the principles of democracy, human rights, and
transparency — blunts the inter-American order represented by
the oas and builds an alternative order where those principles
play a residual role.
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According to the report, Cuba (12/100), Nicaragua (19/100),
and Venezuela (15/100) are not “free” countries on account
of their poor performance in political rights and civil liberties.
For their part, Mexico (60/100), Honduras (48/100), Bolivia
(66/100), El Salvador (56/100), and Guatemala (49/100) — all
of which refused to participate in the IX Summit because auto-
cratic countries were not invited — are all ranked as “partially
free” countries due to a mixed record in political rights and civil
liberties.

The other countries in the hemisphere are ranked as “free”
countries, with the exceptions of Peru (70/100, partially free),
Paraguay (65/100, partially free), Dominican Republic (68/100,
partially free), and Haiti (31/100, not free). Notably, China is
ranked as a non-free country, with a score of 9/100.

Looking at the fight against corruption, Transparency
International’s 2022 Corruption Perceptions Index yields al-
most identical findings. Nicaragua (19/100) and Venezuela
(14/100) share, together with Haiti (17/100) — all non-free
countries, as mentioned above — the bottom of the perception
of corruption ranking regionally. Meanwhile, Mexico (31/100),
Honduras (23/100), Bolivia (31/100), El Salvador (33/100),
and Guatemala (24/100) are all ranked below the regional
average, accompanied only by the Dominican Republic (32/100)
and Paraguay (28/100), showing equally poor results. The only
exceptionis Cuba (45/100), whichis ranked higher than other free
countries in the region, including Panama (36/100), Argentina
(38/100), and Colombia (39/100), with the same score as China
(45/100).

The other countries in the hemisphere are ranked as “free”
countries, with the exceptions of Peru (70/100, partially
free), Paraguay (65/100, partially free), Dominican Republic
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(687100, partially free), and Haiti (31/100, not free). Notably,
China is ranked as a non-free country, with a score of
9/100.

Looking at the fight against corruption, Transparency
International’s 2022 Corruption Perceptions Index yields almost
identical findings. Nicaragua (19/100) and Venezuela (14/100)
share, together with Haiti (17/100) — all non-free countries, as
mentioned above — the bottom of the perception of corrup-
tion ranking regionally. Meanwhile, Mexico (31/100), Honduras
(23/100), Bolivia (31/100), El Salvador (33/100), and Guate-
mala (24/100) are all ranked below the regional average, accom-
panied only by the Dominican Republic (32/100) and Paraguay
(28/100), showing equally poor results. The only exception is
Cuba (45/100), which is ranked higher than other free countries
in the region, including Panama (36/100), Argentina (38/100),
and Colombia (39/100), with the same score as China (45/100).

The findings from both the Freedom House report and the
Transparency International index are quite unambiguous: the group
of countries that chose not to participate with their highest-level
delegations at the Ix Summit of the Americas, regardless of their
reasons, show poor results in respect for democracy, human
rights, and transparency. That is indicative of a strategy aimed at
blunting the existing Inter-American order and the preeminence
it accords to those principles.

The importance that the inter-American order attaches to
those values becomes more evident if we read one of the conclu-
ding documents adopted at the summit: the Inter-American Action
Plan on Democratic Governance. The document includes sections on
democracy and human rights, democracy and sustainable deve-
lopment, transparency and anti-corruption, and citizen partici-
pation and inclusion, emphasizing the normative value of the
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Table 2

Comparison Table

Country

Cuba

Nicaragua

Venezuela

Mexico

Honduras

Guatemala

El Salvador

Bolivia

Summit of
the Americas

Did not
participate

Did not
participate

Did not
participate

Participated
under protest

Participated
under protest

Participated
under protest

Participated
under protest

Participated
under protest

CELAC Summit

Participated

Participated

Participated

Participated

Participated

Participated

Participated

Participated

Freedom in

the World

Not Free

Not Free

Not Free

Partially Free

Partially Free

Partially Free

Partially Free

Partially Free

Corruption
Perception
index

45/100

19/100

14/100

31/100

23/100

24/100

33/100

31/100

legal instruments that underpin the inter-American order repre-
sented by the 0As.

At the same time, the participation of those countries (Mexico,
Honduras, Guatemala, Bolivia, El Salvador), along with such
autocracies as Cuba, Nicaragua, and Venezuela, in the cELAC
summit in Buenos Aires, 1s indicative of a commitment by those
countries to build an alternative regional order. We can confirm
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this by looking at the concluding document of the vir Summit
of cerac: the Declaration of Buenos Aires. Although the declara-
tion does make reference to the term human rights, it does not
elaborate on its content, nor does it recognize the enforcement
instruments and institutions inherent in the Inter-American sys-
tem, including the American Convention on Human Rights and
the Inter-American Court of Human Rights. In a similar vein,
a commitment to democracy is reaffirmed without acknowled-
ging the validity of the Inter-American Democratic Charter or
making reference to specific cases of deterioration in democratic
institutions that are relevant to intra-regional relations, the
most notable of which are the cases of Cuba, Nicaragua, and
Venezuela. Furthermore, the section on “public integrity,
prevention, and fight against corruption” fails to mention the
Inter-American Convention against Corruption, its follow-up
mechanism, or the Lima Commitment on Democratic Gover-
nance in the Face of Corruption.

CONCLUSIONS

The institutional and normative nature of the Inter-American
order structured around the 0OAS gives primacy to democracy,
human rights, and transparency. Yet, most countries in the
region are still grappling with serious challenges in each of those
areas.

The status of the normativity of the Inter-American values,
combined with the strategic deficiencies of certain countries,
creates a breeding ground for the emergence of an alternative
regional order that favors the establishment and continuity of
autocracies, treats human rights as a domestic issue, and pays
little attention to major acts of corruption or the establishment
of kleptocracies.
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China’s global strategy to blunt the rules-based international
order — and its accompanying regional orders — and build an
alternative order has extended beyond Asia, making its way into
the Americas. The China-CELAC cooperation makes a case in
point, as it has gone beyond blunting the regional order around
the oas — further compounded by the withdrawal of Cuba,
Nicaragua, and Venezuela — by offering an alternative political
mechanism that excludes the v.s. by default and is in practice
favorable to countries showing poor performance in democracy,
human rights, and transparency.

Programmatic China-CELAC cooperation in key areas is alre-
ady a reality, as 1s China’s interest in the institutionalization of
CELAC. Given the lack of information on China’s overall contri-
butions to CELAC, it 1s difficult to make a comparative assessment
of the preeminence that China gives to CELAC as opposed to
the 0as.

But given China’s modest contributions to the 0as and the
existence of such a mechanism as the China-cerac Forum and
of an action plan to support it, CELAC is clearly part of China’s
strategy towards the Americas, or rather towards Latin America
and the Caribbean.

A comparative analysis of the most recent 0AS and CELAC
summits shows that the strategic competition between the two
models for the regional order is underway. The countries most
likely to stand in favor of one or the other order are those with
the lowest scores on freedom (human rights and democracy) and
perceptions of corruption. If Cuba, Nicaragua, and Venezuela
will reject the 0as order and promote CELAC as an alternative,
Mexico, Guatemala, Honduras, El Salvador, and Bolivia are
likely to adhere to that initiative. As such, we can see from the
Freedom House and Transparency International indicators that
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the Dominican Republic, Paraguay, and Haiti will become a
significant stage for competition, considering how similar they
have performed compared to that group of countries.

Given its normative approach, the oas and its associated
order seem to be losing ground to the revisionism advanced
by the China-cerac alliance. The alternative to democracy is
autocracy, and the alternative to a regime that is transparent
and upholds human rights is one with kleptocratic and illiberal
overtones. The strategic competition between the 0As and CELAC
is already underway, and the areas in which the rules-based
regional order must work are now clear. We must now move
from words to action.
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THE OAS-CELAC STRATEGIC COMPETITION
AND THE ROLE OF CHINA
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ABSTRACT

The concept of “digital authoritarianism” has been gaining
traction over the years as China’s technological climb has
unfolded around the world, enabling authoritarian regimes to
expand their reach and their tools of oppression by exerting
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social control to remain in power through the use of social
tracking, surveillance, and censorship. Venezuela is no
exception. In recent years, cooperation between the two
governments has grown closer thanks to the increasing avai-
lability of Chinese technology in the country — and despite
the prevailing opacity around the existing agreements. What
control mechanisms are being used? Is the so-called
“digital government” a tool that in fact supports and bene-
fits the people or rather the authoritarian exercise of power?
These are some of the questions that this study aims to
answer.

Keywords: Internet, technology, authoritarianism, digital,
China, Venezuela, censorship, tracking, video surveillance,
government, regime, control.

KEY FACTORS

The concept of “digital authoritarianism” has clearly been
gaining traction, especially if we consider not only how China
has adapted its internal functioning to adopt technology-based
control mechanisms but also how it has been exporting such a
way of exerting power over society.

The term refers to “the use of digital information technology
by authoritarian regimes to surveil, repress, and manipulate
domestic and foreign populations” (Brookings, 2019). It also
refers to “the uses of technology that enhance authoritarian
power” (Hoffman, 2021), giving rise to a sort of “techno-autho-
ritarianism, which is directly associated with the apparent role
that Chinese technology is rapidly and exponentially playing
around the world through its corporations and relationships.

Such a refinement of authoritarian strategies reflects an
undeniable reality: their aim continues to be the preservation of
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power, only this time they are faced with the challenge of pre-
serving it in the digital world — which offers infinite possibilities
and opportunities but also poses serious risks if used in a way
that runs counter to democratic standards. That means authori-
tarian regimes evolve as new tools become available to support
them.

In any case, “the widespread use of the Internet has enabled
the creation of spaces for freedom of expression and association,
increasing citizen access to information” (Saez, 2020) — in other
words, it has been transformative and liberating. But this is part
of a broader rationale that the author describes as cyber-
optimism vs. cyber-pessimism. Thus, he argues that:

The Internet has often been seen as a tool to promote liberation

and democratization in nations ruled by authoritarian regimes

(...) however, many non-democratic governments have recently

become aware of the disruptive effects of the Internet and have

thus developed digital control mechanisms to enhance their
authority and crack down on political opposition. (Saez,

2020, p. 73)

According to Schlumberger et al, “The digital revolution’s
massive impact on politics is undisputed (...) digitization funda-
mentally changes social textures, political practices and sometimes
outcomes (...)” (2023). However, if digital transformation is also
assumed to increase the capacity of societies to respond to such
practices with the use of technology (as citizen reporters have done,
for example), how could authoritarian power be strengthened
when, in reality, the risk of fragmentation of power is increasing
and citizens have played starring roles in the real-time reporting of
recent political change dynamics around the world?

Here, Schlumberger ez al. (2023) point out the following:

(...) After initial euphoria about digitization’s democratic
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potential, more and more contributions now examine how
autocrats instrumentalize digital technologies. (...) First, dictators
need to gather as much information as possible on subjects in or-
der to recognize threats. To control and manipulate behavior and
beliefs effectively, accurate knowledge about who potential
challengers are and what they plot is essential. Knowing (what
people think, do, or plan) is thus a basic requisite that logically
precedes the control and manipulation of behavior and beliefs

(...). (para. 3)

Thus, technology enhances information-gathering capabili-
ties that authoritarians can use to control people — either by
obtaining as much insight about people as they can or by sha-
ping narratives that will influence people’s behavior.

All this points to a much broader analysis that goes beyond
social media and Internet censorship, looking also into the use of
devices and the creation of programs aimed at building an 1deal
ecosystem for authoritarian rule. Accordingly, Schlumberger
et al. continue to argue (2020) that digitization provides them
with opportunities to pursue their goals of knowing what people
think, influencing beliefs, and influencing behavior.

For the first goal — knowing — techniques like obtaining
user data to create data banks, installing hardware components,
launching co-optation campaigns, and processing and analyzing
data are particularly handy. For the second goal — influencing
behavior — digital repression by blocking access to information
or using malware and round-the-clock technology-based
surveillance are the most commonly used techniques. Finally, the
authors argue that propaganda, censorship, and discreditation
are used as part of campaigns and messages aimed at changing
beliefs and gradually shaping the way society understands the
events occurring within it.
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All this, needless to say, presupposes the implementation
of structural changes aimed at facilitating technology-enabled
control — a new digital infrastructure that requires experts, insti-
tutions, systems, and a thorough reconfiguration of state-society
relations (Schlumberger ez al., 2023).

That is where China seems to have found a promising niche
of opportunity to further its development vision, offering its
experience and capabilities and exporting its practices to build
on a new reality that requires authoritarian states to develop
digital capabilities and a structure that is more effective at pre-
serving power through repression, punishment, and surveillance.

China’s ambitious plan to expand around the world by provi-
ding financing for development and infrastructure, multi-million
dollar loans, and digital assistance and support — with the so-
called “Belt and Road Initiative” and the “Digital Silk Road
Initiative” — have attracted countries in Central Asia, Africa,
Latin America, and other parts of the world (especially in
regions with vast natural resources) to the possibility of streng-
thening ties with China, paving the way for a greater digital
expansion of the Asian giant.

But that also provides an opportunity for authoritarian states
in the region — such as Venezuela — to upgrade their practices
and further secure continuance in power, drawing on social
control and surveillance models that, just by being implemented
— regardless of how developed they are in the specific South
American country — will prove that technology also favors a
modernization of autocratic regimes.

Following these points on digital authoritarianism, this study
aims to examine China’s strategy towards the world, conside-
ring how it has been successful in Latin America and especially
how the close relationship between China and Venezuela
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has enhanced the social control mechanisms used by the Venezue-
lan government — in power since 1998 — relying on technology
and specialization. The study also reflects on the current
state of such dynamics and the potential consequences for
the region.

Accordingly, we will first use a qualitative descriptive analysis
to present a brief overview of how China took on expansion as
its top strategic priority. Then, we will look at how Venezuela’s
traditional relations with the world have evolved over time,
considering its emerging relationship with China and its associa-
ted implications. We will then specifically examine the techno-
logy mechanisms implemented in Venezuela as a result of the
collaboration efforts with China to maintain ostensibly greater
social control. Lastly, we will reflect on the current status of their
collaboration initiatives.

UNDERSTANDING THE CHINESE MODEL
China has been using its current economic, military, and geopo-
litical power to enhance its relations with the world. With the
role it has played and the influence it has had in the world,
China’s long-standing “Silk Road” — with its historical
trade routes — has taken a significant turn in how it establishes
relationships with the western hemisphere, with some already
describing it as expansion and influence as opposed to a simple
rapprochement.
This development partly reflects the so-called “Chinese dream.”
A term that has been used to refer to the military, economic,
and cultural power that China has been seeking to achieve to
mark the hundredth anniversary of the People’s Republic in
2049, the Chinese dream is, to all intents and purposes, the
embodiment of what China’s constitution describes as the
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“great rejuvenation of the Chinese nation” and the country’s
return to the forefrontof the global stage asasuperpower (Gordon,
2022, par. 5)

As such, in 2013, President Xi Jinping launched the Belt
and Road Initiative (BRI) — interpreted as a new Silk Road
— in an ambitious project to promote growth through deve-
lopment and investment in infrastructure, extending beyond
Asia and Europe to include Africa, Latin America, and other
parts of the world.

The initiative has had an unquestionable global impact,
considering that at least 148 countries have reportedly signed up
for projects or at least shown interest in doing so (Lewkowicz,
2023). It 1s thus conceived as “a huge Chinese overseas invest-
ment, connectivity, and collaboration program” (Didlogo China,
2023) that has already delivered $1 trillion in infrastructure
investments.

Under the initiative, China now become Latin America’s
second-largest partner, second only to the U.s. According to an
article by Oxford Bussines Group (2023), China has already
become South America’s main trading partner, with trade
growing by Us$495 billion in 2022 —compared to us$12 billion
in 2000 — and reaching an expected us$700 billion by 2035.

THE DIGITAL SILK ROAD: IS CHINA EXPORTING
DIGITAL AUTHORITARIANISM?
In 2015, the “Digital Silk Road” (DSR) initiative was launched as
a complement to Xi Jinping’s original plan back in 2013. The
Initiative was aimed at integrating advanced technology into the
Belt and Road Economy (BRI) projects, becoming the key focus
of the Chinese government’s foreign policy by 2020.

McBride et.al (2023) report that:
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...support is allocated to improve telecommunication networks
in recipient countries, including capabilities in artificial
intelligence, cloud computing, e-commerce and mobile payment
systems, surveillance technology, smart cities, and other high-
tech areas.

This has included participation by mobile technology jugger-
nauts like Huawei and z1E, and other relevant Chinese players
like Dahua, Hikvision, China Telecom, and China Mobile.

Quiang (sf) points out that zTE is an illustrative case: it already
operates in 50 of the 64 countries that are part of the Belt and
Road initiative, expanding fiber optics capabilities and building
mobile networks and mechanisms for tracking, cloud storage,
data analytics, and surveillance.

According to the us Senate Committee on Foreign Relations
[sFrC] (2020), the other flagship case is Huawei. Operating in over
170 countries and currently the world’s second-largest phone
vendor after Samsung, Huawei also offers large-scale cloud solu-
tions and communications equipment.

The exponential growth around digital development, as
reported by Oxford Business Group (2023), is also evident in
investment levels in Latin America. Although China’s main
interest remains raw materials available in the region, significant
changes have been observed in the development of other sectors
and supply chains, especially in telecommunications and infor-
mation and communication technologies (1cTs). These sectors
grew by nearly 40% compared to the previous year, progressively
focusing more on investment than on construction, or at least
maintaining a more balanced financing between the two cate-
gories — Brazil and Chile are cases in point — but construction
remains the primary focus of China’s initiatives in the region, as
opposed to other geographical areas.
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All this has sparked a debate over the merits of supporting
what appears to be the financing of a digital transformation
versus a potential threat to freedoms in the region.

For example, Gordon (2022) argues that China could use the
nitiative to help the beneficiary countries adopt a technology-
based authoritarian model, with governments relying on Chinese
firms to develop surveillance capabilities targeting the opposition
or to build real-time monitoring and censorship systems.

But, as the Oxford Business Group (2022) asks, why are these
concerns growing as a result of what appears to be a global tech-
nology push plan that has already surpassed $17 billion in loans
and investments? Precisely because of the way China has been
using technology at home.

A report by the u.s. Senate Foreign Relations Committee
(2023) described four elements that combined can contribute
to the implementation of a unified model of digital authorita-
rianism within China, following guidelines from the Chinese
Communist Party (ccp). “This combination of technologies,
tools, and regulations creates a structure where practically all
citizens are surveilled, and those considered problematic to
the regime face massive civil and political repression (...)”
(SRFC,2023).

One of the techniques used for that purpose is the so-called
Social Credit System. According to Kobie (2019), “The system
intends to monitor, rate and regulate the financial, social, moral
and, possibly, political behavior of China’s citizens [...] via a
system of punishments and rewards.”

The system relies on a systematic collection of various types
of data — including social media — that are interconnected to a
number of government agencies and analyzed to identify patterns
of behavior. The report also refers to the use of facial recognition
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alongside traditional video surveillance, of which China is a
ploneer and a leading player with two major video surveillance
companies, Hikvision and Dahua. According to Cifci (2023),
the combination of facial recognition plus traditional video
surveillance has enabled widespread and permanent monitoring
that 1s now beginning to include artificial intelligence to support
ongoing surveillance using continuous and centralized big data
analytics. The third aspect concerns the implementation of
cybersecurity regulation — notably, the Act that was approved
in 2016 and made effective in 2017. Tightly regulating Chinese
cyberspace, the Act is aimed at defining the digital environment
where China’s control measures are to be carried out, especia-
lly by invoking the cybersecurity and national security argument
and thereby allowing for special powers for the use of force
whenever a threat is identified.

All this is further compounded by a fourth element that has
to do with favoring investments in technology that is friendly to
authoritarian environments, facilitating control and censorship
mechanisms like never before. To that end, the government has
been granting subsidies and has sought to secure intellectual
property rights on many of the developed products (Cifci,
2023). As such, China sees technological development as the
key to a controlled and secure digital space, which is why prope-
lling its positioning in that category has become a top strategic
objective.

In this broad overview of the model that China has been
developing from its own strategic standpoint, it is clear why the
international community is concerned about the spread of a
model that, internally, has developed into a kind of formula -
albeit not a perfect one - for social control. How has it worked in
practice internationally? Venezuela is a case in point.
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DIGITAL AUTHORITARIANISM:

AN EXPORTABLE MODEL

If one were to characterize the technology model China is
putting in place at home and exporting to many countries
around the world — with nuances — the following categories
might come to mind, taken from Scharré’s analysis (2023):

* Artificial intelligence tools including facial, voice, and gait
recognition;

* Biometric databases consisting of fingerprints, blood sam-
ples, voiceprints, iris scans, facial images, and DNA;

* Facial recognition scanners in airports, hotels, banks,
train stations, subways, factories, apartment complexes, and pu-
blic restrooms;

* Physical security checkpoints that may include searching for
unauthorized content on cell phones;

* Wi-I1 “trackers” to collect data from nearby phones and
computers;

* License plate readers to identify and track vehicles;

* Police cloud computing centers for data processing;

* Police software that tracks people’s movements, car and
cell phone usage, gas station and electricity usage, and package
delivery;

* “Minority identification” facial recognition systems that
deliberately target minority groups, specifically China’s Uyghur
population.

* A national “social credit system” consisting of a variety of
databases, scores, and blacklists to enhance social and political
control over Chinese citizens.

According to a report issued by the v.s. Senate Security
Committee in 2020,

at least 80 countries have adopted Chinese policing and
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surveillance technologies. Even more worrisome is the export of

Chinese-style rules and laws to regulate cyberspace and digital

technologies, the “social software” of this new techno-autho-

ritarianism model. China has been actively advancing its own
standards for regulating cyberspace and surveillance technolo-
gies (U.S.-China Economic and Security Review Commission

[uscc], 2020).

China has been sponsoring training activities on information
and cyberspace policies in some thirty countries, an indication
of its strategic interest in the matter. The aforementioned report
notes that:

As China continues to refine the tools that make up its digital

authoritarianism model, its leaders have become more aware

of the geopolitical and economic benefits of exporting both
the technologies and the methods for digital authoritarianism
to help further preserve its model of widespread censorship
and automated surveillance. (...) China is selling digital
technology offering remarkable surveillance and control
capabilities to authoritarian or authoritarian-leaning coun-
tries without thinking twice about the consequences. At its
worst, China is combining economic investment with aggre-
ssive outreach and training efforts around Internet governance
and internal regulation to further drive authoritarian values
and social control methods. (srrc, 2020)

THE CASE OF VENEZUELA: A TRIAL BALLOON?
Considering the depth and breadth of the issue in deter-
mining the full scope of the initiative and its implications,
we will focus on the case of Venezuela to assess the extent to
which modern authoritarianism has been strengthened and
refined.
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To understand the role that China has played in Venezuela,
we must first look at how the relationship built up to a strategic
level — partly driven by Venezuelan oil — to the point that the
two countries became key partners for quite some time.

Venezuela entered into diplomatic relations with China in
1974, although its fundamental strategic relationship at that
moment and until 1998 remained with the United States. But
the situation took a radical turn when Hugo Chavez came to
power in 1998, resulting in a narrative, strategic, and develop-
mental shift towards China, to the detriment of a rapidly dete-
riorating relationship with the u.s. — especially after the events
of April 11, 2002.

Thus, what Hugo Chavez found in China — as well as in
Russia and other players — was an ideological and political ally
that would bring him closer ties beyond the West and, more
importantly, that would allow him to leverage oil as a key com-
ponent of a new diplomacy that would significantly benefit from
abundant resources, this time following a multipolar rather than
unipolar logic, seeking to displace the US as the hegemonic
player in the system. To bring about that shift and make room
for non-Western powers, the shift proved to be very useful
(Mijares, 2017).

According to specialist Victor Mijares (2017), the nature of
the relationship over the nearly 25 years of Chavism in power
has taken various forms, but energy has consistently been
present from a perspective of energy security and the financing
it requires, with China enhancing its influence in the region in an
effort to offset U.s. influence.

However, poor performance has pushed Venezuela’s debt
with the Asian country to over 60 billion dollars over the past
10 years. As such, starting in 2017 — the year Venezuela’s crisis
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reached its peak in economic, political, and humanitarian terms
— China’s interest in maintaining the same level of collabora-
tion gradually began to wane. Today, there is only a constant
shipmentof crude oil— about 42. 000 barrels per day (Aizhu and
Parraga, 2022) — and some of the initial projects are still
being followed up, but the liquid financing that was being
poured into Venezuela has been drastically reduced, especially
because shipments have fallen below the agreed levels.

According to the Andrés Bello Foundation (2023), all this was
possible thanks to funds disbursed by China in the order

of Us$62,231 million. Of that amount, us§ 50.3 billion (roughly
81%) was channeled through an instrument denominated Vene-
zuelan Chinese Funds (Fondo Conjunto Chino Venezolano and
related extensions), and the remaining Us$ 11.931 billion (the
remaining 19%) was channeled through credit agreements
between Chinese financial institutions and state-owned Petroleos
de Venezuela, s.A. (PDvSA), and through transactions between the
governments of the two countries.

The foundation reports that “45% of China’s loans to the
region has gone to Venezuela, making the oil-producing coun-
try the largest debtor country to China in the world.” Of all
the projects approved for financing, about 40% were completed.
Furthermore, more than half of those projects were found to
have irregularities (Fundacion Andrés Bello, 2023).

To understand the performance of chavismo in the digital
era, we can identify three key stages (Saez, 2020). In the first
stage, between 1999 and 2006, the need to integrate the country
into the knowledge society made Internet access a priority policy,
which led to openness and discussion on a variety of national
policy issues. Then, coinciding with the nationalization of the
national telephone company CANTV, a more hostile stage unfolded
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between 2007 and 2013, with the Venezuelan government
taking over as the country’s main Internet provider and with
regulatory bodies like CONATEL — together with the so-called
Social Responsibility in Radio and Television Act (Ley Mordaza
or Ley Resorte, depending on how you look at it) — controlling
the messages broadcast in the media. By that moment, there was
a double dynamic taking place, reflected in the growing Internet
use and the widespread presence of chavismo in social media, on
the one hand, and in content surveillance and censorship on the
other (Saez, 2020).

According to the Varieties of Democracy (v-Dem) project,
there began to be selective responses and punishments for those
who criticized the government, resulting in an incipient crimina-
lization of civil society, but Chavismo actively pushed the role of
the “communicational guerrilla”, using the Internet to commu-
nicate with the population (Puyosa, 2019). That stage was key to
progressively create a regulatory framework against civil society,
culminating in the passing of the Political Sovereignty and
National Self-Determination Defense Act in 2010 — after
having practically declared civil society as an enemy:.

The result after a major economic crisis and the waning
support coming from China — except for technological support
and direct infrastructure development — was a new era of
increased repression and censorship in the country, with direct
blocking of websites, threats to civil society, the imprisonment
of many of its activists, the use of trolls in social media to steer
the political conversation, arrests and raids on people linked to
social media and other communication media, persecution of
protest organizers in social media, and other similar measures.
‘As a result, since April 2013, authoritarian measures coming
from Caracas and the consequent repression in the digital world
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against the opposition have intensified to unprecedented levels in
the country” (Saez, 2020).

At the same time, this stage of tightening control also brought
about a new stage of refined control mechanisms and progress
for the whole project. None of those initiatives were the product
of improvisation. The National Economic and Social Develop-
ment Plans (2007-2013 and 2013-2019) already outlined the
guidelines for the development of a new digital model to exercise
power and a new relationship with the world from a multipolar
point of view, far from the US logic. China thus represented a
key ally.

According to the VenData portal (n.d.), 486 treaties were
signed between the governments of China and Venezuela
between 1999 and 2019, but full information is available for only
68 of them. Amidst all the opacity, nearly 100 of those agree-
ments are presumed to be linked to the telecommunications and
technological development field.

As stated by the Venezuelan Ambassador to China, Giuseppe
Yoflreda, last October,

China bolsters the eradication of poverty with its digital gover-

nance system, which consists of the systemization of everything,

from the identification system to the production and distribution
systems, as that is a way to ensure that no citizen is left out of
the project, and that is something that should be tropicalized
for Venezuela and the region, taking the work of the Chinese

Communist Party as an example of such a project. (Centro

Venezolano de Estudios sobre China [cvEC], 2022)

The ambassador placed particular emphasis on the role of
the Chinese Communist Party in achieving centralization and
control to build the entire system, thereby guaranteeing “cohesion
amonyg all policies and bringing all institutions in alignment with
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a unified structure that makes it possible to achieve a certain
goal” (cvic, 2022).

Accordingly, Yoffreda advocates the idea of creating a “shared
future” in the China-Venezuela relationship, which confirms
both the level of engagement they are aspiring to achieve with
China and the extent to which adopting the model represents
a strategic objective for the current Venezuelan administration
(CEVEC, 2022). The initiatives presented below attest to that.

THE “CARNET DE LA PATRIA”, THE PATRIA SYSTEM,
AND ZTE’S INVOLVEMENT

In late 2016, Nicolas Maduro announced the launch of a system
called “Carnet de la Patria” (Homeland Card), which was made
possible through a series of agreements with China. The system
relies on a card bearing a QR code that will facilitate a variety
of transactions and procedures, including utility payments and
public transport. In addition, the card would serve as a key
mechanism to qualify for the crap food boxes (Comités
Locales de Abastecimiento y Produccion) and receive periodic
direct subsidies in bolivars from the government, and even to
purchase gasoline at a subsidized price (Berwick, 2018).

The direct precursors to the idea date back to 2008, when
Hugo Chavez dispatched officials from the Ministry of the
Interior to Shenzen to learn about the Chinese national identity
documentation system in an effort to devise a social control
mechanism for the Venezuelan population (Berwick, 2018).
However, it was not until 10 years later and 70 million dollars of
mvestment that the initiative finally started to materialize. After
the visit and after meeting with zTE, the government opted for
an RFID radiofrequency format. To that end, a Cuban company
was called in to sign a $172 million agreement, the outcome of
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which 1s still unknown, but which was eventually abandoned due
to the high costs associated with the tracking process.

Thus, in 2016, the Venezuelan government hired zTE
— which had been operating in Venezuela for years — to
develop the ORrR code system for the Carnet de la Patria
in collaboration with the state-owned telephone company
cANTV, where there was once a unit staffed by zTE workers
that now operates separately with about 100 people who
are tasked with managing the database. Originally, zTE was
considering using RFID cards, but unlike the QR system, they
were not cost-effective.

A team involving a dozen ZTE developers started to beef up the

capacity and security of the database, according to current and

former CANTV employees. Among other measures, ZTE installed
data storage units built by U.S.-based Dell Technologies Inc.

(Berwick, 2018)

In addition, Compania Anénima Nacional Teléfonos de
Venezuela (Cantv) and its telephone operator Movilnet have
partnered with China’s Huawei to dispatch a delegation of
Venezuelan nationals to receive training in communications in
China. Manuel Fernandez, president of Cantv; and Chinese state-
owned ZzTE signed an alliance to drive the transactional capacity
of the “Carnet de la Patria” (national identity card) system.
China agreed to engage in collaborative projects with Venezuela,
including technical research and technology transfer. (Tosta,
2018)

The data collected by the system goes beyond traditional iden-
tification data such as name, surname, and place of residence.
The system collects data on health, political preferences and
affiliations, government benefits enrolled, income, family mem-
bers, real estate owned, etc. As stated on the system’s website,
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the Carnet system 1s used to “assess the current socioeconomic
status of Venezuelans (...) and control the supply of basic goods
accordingly so that families can have access to them” (Sistema
Patria, 2023). As such, there are four types of benefits granted:

* Food bags, via the cLAP system.

* Housing benefits through the Gran Mision Vivienda
program, offering subsidies in this category.

* Subsidized gasoline prices for beneficiaries.

* Periodic cash benefits, for special dates or as a palliative
measure for the low minimum wage. (Pérez, 2018)

Today, the estimated number of affiliates to the Carnet system
1s over 21 million Venezuelans — out of a population of over
33 million, of which over seven million have left the country.
That means that the vast majority of Venezuelans are enrolled
in a system that many already label as “apartheid” and discri-
minatory (Singer, 2021), considering the small benefits of being
enrolled while the government gets direct access to information
in a context where the document is arguably almost a replace-
ment of the identity card.

Furthermore, according to Tosta (2018), public employees are
required to be enrolled in it in order to receive their monthly pay-
ments. The Carnet system has also played a role in government-
controlled electoral processes, although there is no confirma-
tion that the platform allows them to know who people voted
for. But that has an effect on people, as they have reasons to
fear that might be true, with a possibility of being subject to
intimidation, as they can be told that, if’ they do not for the
ruling party, they will stop receiving the cash benefit or their 1D
card will be taken away. The system indicates whether a person
has voted or not, but not for whom. In addition, the govern-
ment has been using it as a voting incentive by enabling it as an
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identity document, even if that is not stipulated in the current
legislation.

The Patria system serves as a complement to the Carnet
system. It can be accessed at www.patria.org.ve, where citizens
have to register all their data. They must do so in order to obtain
the QR code, as well as to access the cash allowances and other
benefits exclusively derived from it, including the virtual wallet.
All databases are managed by ZTE.

They were developed after the carnet system itself started
operating, when zTE took over the data management. During
the covip-19 pandemic, the system was used to register and
update reported cases and to schedule immunization appoint-
ments. Also, cases that were found to be positive were followed
up through the system.

VENAPP: SOCIAL CONTROL DISGUISED

AS A SOCIAL MEDIA?

While it is true that the proportion of Venezuelans in the country
who are registered in the Patria system is 9 out of 10, data
collection needs continue to arise over time, not only among those
who are already registered but also to attract the attention of
those who are not.

With that in mind, the VenApp was introduced in May
2022, an application available for download on both Android
and 10s that was designed by “which advised campaigns
several campaigns that coincidentally took place during a
period when activity was recorded from hundreds of fake
accounts spreading misinformation and propaganda in favor of
Bolivarian candidates to governorships in Venezuela. (...) It is a
Panamanian firm (...)” (El estimulo, 2023), linked to other web
companies.
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The interesting thing about this application is that it has been
advertised on billboards in middle and upper-class areas of the
country — especially in Caracas — where most of the population
1s not enrolled in the Patria system.

The application is part of what has been dubbed “digital go-
vernment” — an initiative promoted by Maduro’s administra-
tion — where people can report in real-time failures in services
or situations that require a solution to a local, state, or national
management issue. But it uses geolocation, which makes services
more efficient but also makes users more traceable (Carrillo,
2022). Indeed, the app needs to get access to features including
location, microphone, and camera to work properly on a mobile
device (Le6n, 2022).

In addition to facilitating access to the Patria system and to
what the government calls “sistema 1x10 del Buen Gobierno”
(“The 1x10 Good Government System”), the application now
enables real-time reporting to deliver quicker solutions. Howe-
ver, already in the 2021 election, the application was found to
have been potentially used for electoral purposes, leveraging the
extensive and detailed voter data (Red de Observacion Electoral,
2023).

Although the actual number of registered users is unknown —
and its purpose 1s still unclear — the application (not a website)
clearly targets a different demographic segment of the popula-
tion on which data has not yet been collected. Also, no infor-
mation 1s available on who manages the application’s databases.
However, zTE, which manages the country’s big data, is likely
feeding and receiving information and data into and from the
platform, which even includes social interaction and connection
features, much like a social media app. The application’s code and
integrated features do not rule out the possibility of monitoring
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Interactions or even access to private user data stored in the
devices where it is installed.
The media outlet Efecto Coyuyo cited a source claiming that:
This 1s an app that looks inside your cell phone to see what you
are doing and supposedly uses that to deliver better content,
but in practice it is actually social intelligence, registering much
more specific data including what you do, where you are, who
you meet, where you spend your money, where you move or go
(...) Another aspect that raises suspicion is that VenApp’s policy
statement says that it may share users’ personal data “with law
enforcement, public health agents, and other government
entities, airports (if required by airport authorities) as a condition
for the app or other third parties to operate within their facilities,
as it deems necessary.” (Red de Observacion Electoral, 2023)
With a still unclear purpose, VenApp seems to be emerging as
an improved vehicle for data collection targeting a much more
specific group of people for the 2024 elections in Venezuela.

VIDEO SURVEILLANCE SYSTEMS:
SECURITY OR CONTROL?
A third element to note in this study has to do with the deployment
of video surveillance systems in Venezuela, following in the
footsteps of other countries in the region by adopting Chinese
technology that, as mentioned above, is one of the most advanced
in the world and is the global market leader. zTE 1s the pioneer in
the country. Starting in 2016, the company set out to centralize
video surveillance for the Venezuelan government (De Feritas,
2022).

Four Chinese companies have been in charge of developing
projects in this domain, the most important being state-owned
China National Electronics Import and Export Corporation
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(CEIEC), which became the main supplier for the VEN911 project
to replace Venezuelan state-owned caANTV for running the
project in the area — similar to what zTE, also a participating
Chinese company, did with the Venezuelan telephone company’s
data management. Huawei also took part in the design of some
of the processes in the project, and China camc Engineering
Co. Ltd. also participated in this and other major infrastructure
projects in the country (Transparencia Venezuela, 2022).

What is interesting about this video surveillance and emer-
gency response project is that it made it clear, first, that the
Venezuelan government had the intention of developing a sys-
tem providing greater control by interconnecting its various
agencies and institutions, and second, that it relied on techno-
logy and experience from China to do so — in addition to the
funds. However, looking beyond the intention, it seems that,
unlike in other countries in the region, the operating inefliciency
and opacity did not let this idea move beyond the flashy ads and
a few good intentions.

That said, Chinese technology is still present in other systems
in the country, including border control checkpoints (using finger-
print scanners and Hikvision cameras) and public banks. Similarly,
the technologies used in seaports and airports, street lighting, and
toll collection with electronic tags (among other elements) are
proof that collaboration with China continues to play a leading
role.

On top of that, however, the growth in state surveillance using
other means became evident in a report issued by the private
mobile operator Telefénica, which in 2021 revealed that more
than 1.5 million telephone lines had been subject to intercep-
tions by the government — that is 20% of users (Cima, 2022) —
and most cases showed some kind of political undertone. Thus,
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the fact that a surveillance project did not become a reality in
the end does not mean that progress is not being made in similar
pursuits.

CONCLUSIONS

By the time of writing this paper, a new stage seems to be emer-
ging in the Venezuela-China relationship following Nicolas
Maduro’s official visit to China on September 8, 2023, which
included a meeting with Xi Jinping where Maduro was received
with honors. With a six-day visit that included a variety of acti-
vities, meetings, and visits to strategic cities in the Asian country,
the Venezuelan president is trying to regain trust and renew the
stagnant relationship between the two nations amidst a pre-
election backdrop in which the Venezuelan administration needs
to garner support for its bid for reelection in 2024.

Even though the full implications of this new stage and the
benefits it will bring to the Venezuelan government and the
country are still unknown, the framework document that will
govern it — the “Declaraciéon conjunta entre la Republica
Popular China y la Republica Bolivariana de Venezuela sobre
el establecimiento de la Asociacion Estratégica a toda prueba
y a todo tiempo”, or “Joint Declaration between the People’s
Republic of China and the Bolivarian Republic of Venezuela on
the establishment of a Strategic Partnership at all times and in
all circumstances” (Ministerio del Poder Popular para Relaciones
Exteriores [MPPRE|, 2023) — places the relationship at the
highest level seen in a long time. The initiative has been com-
plemented with 31 new agreements signed (whose full content
is not publicly known) covering a variety of initiatives related
to economy, geology, healthcare, mining, habitat and housing,
electric energy, and telecommunications, as well as with public
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policy, trade, education, science and technology and aeronau-
tics — even considering the possibility of sending the first Vene-
zuelan astronauts to the moon under a partnership that notably
promotes investments in a deteriorated electric sector, exports of
Venezuelan food, and crude oil shipments.

It seems reasonable to assume that such a rearrangement
in the relationship will involve the repayment of the huge debt
Venezuela still owes to China while providing an opportunity for
the Asian giant to strengthen its influence in the region and act
as a counterweight to the u.s. Despite the uncertainty as to the
outcome of this new initiative, a new chapter has emerged in a
context where social control design has been refined and where
these types of agreements may indeed end up giving concrete
expression to such aspirations of control.

It is clear now that substantial human and material resources
have been invested in developing systems that will enable the
Venezuelan government to know what citizens are doing in
real-time and to control them using services, goods, and bene-
fits or punishments. However, it is also clear that development
in terms of ongoing data collection has not achieved the same
impact and success for video surveillance and emergency
monitoring systems. And the reasons for that — although not
fully known — point to mismanagement of resources. To the
extent that the system is improved and becomes integrated with
the data collection system, the Venezuelan government could
gain a greater ability to control its population, most of whom
have already been subjected to a digital identity document that
provides insight into much of their daily lives.

The integration of that document with the associated appli-
cations and systems means that the government has been
moving swiftly to target segments of the population for electoral
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purposes, as they can be useful in a context marked by cam-
paigning and clientelism. The government’s apparent incapacity
in some areas stands in contrast to its effectiveness in designing
social control and monitoring mechanisms.

However, opacity remains the norm when it comes to the
design of such projects and the agreements signed to execute
them. All this raises the debate between the benefits of technology
in bringing citizens closer to the knowledge society and greater
freedom versus the use of technology to control and enhance
the power of authoritarian regimes — which, given the global
developments observed today, are refining their tools to dominate
society and preserve their power.

The examples discussed in this study — considering not only
the importance of such a relationship to Venezuela but also the
global dynamics — confirm that, although there is indeed no
stated intention of the Chinese government to support autho-
ritarian regimes around the world, China’s own nature and
the way it has expanded its power using technology to facilitate
surveillance, tracking, and control provide enough reasons to be
concerned about the implications and consequences that this
may have -and is already having. Following the analysis above,
the problem is not the existence of Chinese companies
competing in the world, but the fact that they are supported by
an authoritarian regime in order to strengthen other authorita-
rian regimes.

That should call for reflection by democracies around the
world as to the role they should play in maintaining an open
digital space for all. And that involves reflection as to what could
be an alternative to the digital authoritarianism model that
China s exporting, relying both on citizen protection and the gua-
rantee of free use of the digital world and on the responsibilities
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associated with them. That also involves coordination among
democratic actors who must work together to promote a shared
vision on the use of cyberspace and on the emerging trends —
including artificial intelligence — not only to promote progress
in our societies but also to counter the authoritarian influence
that those mechanisms can have when used for other purposes.

Refusing to endorse authoritarian practices or allow parti-
cipation by technology companies from democratic nations in
practices that favor oppression is a good example of what can
be done in combination with ongoing civil society scrutiny to
expose the abuses and risks associated with those who violate
democratic principles. Insofar as we work together to show that
there are better ways to govern Internet usage and to guaran-
tee a safe virtual space for all, it will be easier to dismantle and
delegitimize the practices that give digital authoritarianism the
means to flourish and develop.

To put it another way, we must say yes to technology promoting
human evolution and progress, but not to make authorita-
rians more powerful; we must say yes to business, but not at the
expense of human rights; we must say yes to trade, but without
sacrificing democracy; and we must say yes to development, but
respecting institutions and having clear rules.
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ABSTRACT

An analysis of the geopolitical impact of increased collaboration
between the People’s Republic of China and Latin America in
2015-2019 reveals a considerable increase in Chinese presence
in the region. The study examines the changes observed in
relation to the main trading partner of Latin America in recent
years, looking into the ease of access to cooperation from Beijing
and how the signed international instruments with China often
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impose conditions on its counterparty, turning the latter into a sort
of subordinate state.

Keywords: China, Latin America, Cooperation, Geopoli-
tics, International Relations, International Relations.

THE CHINESE PRESENCE IN THE REGION

Starting in 1978, under the leadership of Deng Xiao Ping,
the People’s Republic of China introduced a series of liberal
economic reforms, which were presented at the 11th Central
Committee of the Chinese Communist Party, ultimately resha-
ping the Chinese paradigm regarding the economy and its role
in the international arena.

Indeed, China’s increased collaboration with Latin America
stems from its foreign policy objectives and its intention to position
itself as a relevant international player in the international arena,
competing directly with the u.s., Latin America’s long-standing
trading partner.

This study aims to examine the geopolitical impact of China’s
increased cooperation in the Americas, taking the years 2015 to
2019 as a reference, in order to provide useful insights to counter
the implementation of illiberal policies. To that end, we used a
descriptive methodology supported by qualitative research techni-
ques, including literature reviews, case studies, and statistical data.

We must emphasize that this study carries both theoretical
and practical relevance. It constitutes a tool to examine the
policies adopted by States when establishing cooperation ties
with the People’s Republic of China, and it can also be used as a
reference for further research.

HISTORICAL BACKGROUND
Relations between China and Latin America are not new. They
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first arose in the late 16th century following the arrival of the
Manila Galleon, when, given the circumstances of the time, most
migrants coming from the Philippines and Malaysia — among
other countries — were registered as “Chinese” or “Chinese
Indians” (Connelly & Cornejo Bustamante, 1992).

Also, Chinese workers started to be hired to work in Peru and
Cuba — mainly in sugar cane fields — since the beginning of
the 17th century. However, as noted by Connelly and Cornejo
Bustamante, it was not until the middle of the 19th century that
the challenges arising in the Chinese empire and the Latin Ame-
rican needs converged, leading to an increased influx of Chinese
people to Latin America, despite the restrictions imposed by the
Ming dynasty (1992).

The situation led to what became known as the coolie traffic.
From 1847 to 1911, China enforced a ban on emigration, but, as
mentioned above, a social crisis that triggered a major economic
crisis in China and the lack of solutions from political represen-
tatives led most peasants to opt for emigration.

As a result, coolie trade became a big business and a sort of
parallel slave trade. On a side note, the first group of coolies was
traded in the port of Amoy, which was controlled by the British
in 1847. By 1855, the Americans joined the trading business to
send workers to Peru and Brazil (Connelly & Cornejo Busta-
mante, 1992).

The situation triggered widespread demonstrations in China,
with the Chinese government claiming that it could not force
foreigners to comply with local laws — in a clear reference to
the ban on emigration — without sparking an international con-
flict. However, the situation also culminated in the conclusion of
the Convention of Peking in 1860, an agreement that was also
signed by France and the United Kingdom and whose primary
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purpose was to regulate emigration (Connelly & Cornejo Busta-
mante, 1992).

The initiatives were unsuccessful, and in 1864 Spain and
China established diplomatic relations, focusing particularly
on coolie migration to Cuba. By 1866, the so-called “Peking
Regulations” were introduced, dealing with the introduction and
treatment of Chinese workers, the conditions and work environ-
ment in the host countries, and their return at the end of the
contract. But the requirements were not accepted by France, the
United Kingdom, and Spain. Despite their initial refusal, the
three countries eventually agreed to adopt the policies laid down
by Beijing and to send special missions, directly or indirectly, to
prepare reports on the treatment of Chinese workers (Connelly
& Cornejo Bustamante, 1992).

Based on the above, we could say that the beginning of the
relations between Latin America and China was strictly migra-
tory. But the situation would start to change following two events
of international relevance.

First, the United Nations Organization passed Resolution
2758 (xxv1)in 1971, by which the ux General Assembly decided:

to restore all its rights to the People’s Republic of China and to
recognize the representatives of its Government as the only
legitimate representatives of China to the United Nations, and
to expel forthwith the representatives of Chiang Kai-shek from
the place which they unlawfully occupy at the United Nations
and in all the organizations related to it. (United Nations)

Second, following Nixon’s visit to Beijing in 1972, the so-called
“Shanghai Communiqué” was signed, by which the two presi-
dents committed to the normalization of diplomatic relations
between the two nations, a process that culminated in 1978
during the Carter administration (Chung-mao, 2021).
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As a result, between 1970 and 1980 Beyjing increased its
presence in the region by establishing diplomatic relations. While
China had diplomatic relations with only one country by 1960,
by the end of the 1980s it had established diplomatic relations
with thirteen countries, Colombia being the last country to
recognize Beijing in 1980 (Rodriguez, 2009).

Figure 1 shows that diplomatic ties with the Republic of
China, better known as Taiwan, started to decline in the region
in the 1970s, following the change of status in the United Na-
tions, Washington’s diplomatic opening towards Beijing — con-
sidering the international context of the time — and finally, the
“One China” policy adopted by the People’s Republic of China,
which means that those states that establish diplomatic elations
with Beijing cannot recognize the autonomy and independence
of the People’s Republic of China, and finally, as a result of the
policy of the People’s Republic of China known as “One Chi-
na”, which establishes that any state that establishes diplomatic
relations with Beijing cannot recognize the autonomy and inde-
pendence of the Republic of China, better known as Taiwan.

But it was not until the People’s Republic of China joined
the World Trade Organization through a series of reforms that
Latin America started to develop closer economic and cultural
ties with China. The reforms notably introduced a reduction of
its average tariff rate from 14.1% to 6.1% over the following five
years, with its products starting to enjoy more favorable condi-
tions in the international market (Prazeres ez al., 2021).

THE GEOPOLITICS OF DIPLOMATIC RELATIONS
BETWEEN THE PEOPLE’S REPUBLIC OF CHINA

AND LATIN AMERICA

Geopolitics is the science that studies how geographic factors
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affect the policies adopted by states. According to Kjellén geopo-
litics 1s “the impact of geographical factors — broadly under-
stood — on the political development of the lives of peoples and
states” (Cuéllar Laureano, 2015).

Before the concept was introduced by Professor Kjellén, other
authors including Halford Mackinder and Alfred Mahan had
already suggested theories pointing to the impact of maritime
and land factors on states.

In a similar vein, Hans Weigert noted that, as geopolitical
discussions started to boom, the editors of Karl Haushofer’s
Geopolitical Review met to come up with a definitive definition
of geopolitics:

Geopolitics is the science concerned with how political events

are determined by land. It is built upon the foundations of

Graph 1.
Recognition of Taiwan in Latin America 1960-2023
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geography, especially political geography, the discipline concer-

ned with the distinctive structure of political organizations...

Geopolitics aims to provide both weapons for political action and

guiding principles for political life..... Geopolitics shall and must

become the geographic conscience of the state (Weigert, 1994).

Interestingly, the above definition was formulated in 1925,
after the end of World War 1, and, as Cuellar Laureano points
out, it 1s the most accurate definition, considering how close it
was 1n time to those developments and the hints at an interdisci-
plinary approach. (Cuellar Laureano, 2015).

Friedrich List was the first to affirm the importance and value
of space, considering that states, understood as biological enti-
ties, should seek their own expansion (Atencio, 1951). Building
on that theme, which was initially formulated on the economic
front, Ratzel developed his theory of “living space”, defining
it as the “area of influence a State needs to be able to exist.”
(Atencio, 1951).

Spykman, a renowned U.S. geopolitician, was the first to call
geographic determinism into question — the idea by which all
events can be explained through geography (Rey Arroyo, 2023).
Spykman claimed that:

The factors that condition the policy of states are many; they are

permanent and temporary, obvious and hidden; they include,

apart from the geographic factor, population density, the eco-
nomic structure of the country, the ethnic composition of the
people, the form of government, and the complexes and pet pre-
judices of foreign ministers; and it is their simultaneous action
and interaction that create the complex phenomenon known as

“foreign policy.” (Spykman, 1938).

As such, if we take Ratzel’s theory in combination with Spyk-
man’s view on the factors shaping foreign policy, we can argue
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that the increased collaboration initiatives undertaken by the
People’s Republic of China in Latin America are leading to an
expansion of Beijing’s area of influence without involving an
increase in actual physical space, as would be the case, for instance,
with territorial annexation.

In line with that conception, Cayetano Garrido (2014) refe-
rred to critical geopolitics as the efforts aimed at uncovering the
political affairs lying behind geopolitics, concluding that geopo-
litics 1s ultimately politics and that the various schools of thought
are built to serve the political interests of States.

But that 1s arguably an extremely statist view of politics, as
the development of history and the constant changes in interna-
tional society have led to the emergence of other international
non-state actors — e.g., multinational businesses and internatio-
nal organizations — that play a decisive role in determining how
states act.

Some authors have thus identified certain lines of action that
are driven by geopolitics: technological capacity, knowledge
production, human capital, natural-resource potential, and
geographic position. And that makes Latin America the fourth
global geopolitical target (Arango Garcia, 2020).

Along the same lines, some also point out that the notion of
territory has been broadened or has shifted in such a way that
geopolitics today unfolds without the need for a physical terri-
tory per se, and, as such, interests are being extended beyond
geographic borders (Arango Garcia, 2020).

Thus, “the economy, culture, language, history, education,
natural resources, knowledge, science and technology, and
human societies have all become territories — 1i.e.,
stages for the geopolitics of the 21st century” (Arango Garcia,
2020).
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KEY INSTRUMENTS USED IN RELATIONS

BETWEEN THE PEOPLE’S REPUBLIC OF

CHINA AND LATIN AMERICA

As stated above, trade relations and commercial exchange
between the People’s Republic of China and Latin America arose
in the late 1990s and early 2000s. However, Jenkins argues that
the relationship effectively started in the wake of the wvisit of
then-President Hu Jintao, who attended events in several Latin
American countries in the context of the Asia-Pacific Economic
Forum, which took place in Chile (2010).

Figure 2 shows the growth of relations between the People’s

Republic of China and Latin America as reflected in the growing
exchange of goods and services between the two parties. The
way the Chinese market has been growing in both importance
and size 1s relevant to this analysis. While in 2001 the Chinese
market accounted for 1% of the region’s total exports, by 2014
the figure had risen to 9%, rivaling the European Union (Daza,
2016). And by 2020, China’s share of total exports from Latin
America, taking the agricultural sector as an example, amounted
to 20% of the region’s total exports.
Looking at the graph above, we can see that the relationship
between the People’s Republic of China and Latin America takes
root in trade, considering the substantial increase it has shown
since the late 1990s and up to the present. As Jenkins points out,
“trade 1s the dominant factor in trade relations between Latin
America and China” (Jenkins, 2010).

To illustrate in monetary terms, trade between Latin Ame-
rica and China in 2021 totaled us$ 222,582 million, a 31.4%
increase over the previous year (Xinhua, 2022). Similarly, in the
early 1990s, the total trade volume between the two players was
approximately Us$2 billion, and by 2001 that figure had risen
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to Us§15 billion. (Blazquez-Lidoy et al., 2009). As a result, the
Chinese market has positioned itself as the region’s second-
largest trading partner.

Following a study conducted by the University of Denver’s
International Futures model, a baseline scenario and eight
alternative scenarios were calculated for trade between China
and Latin America in 2035. In the first scenario, trade continues
to grow, doubling by 2035 to an unprecedented us$700 billion,
but the United States remains the region’s main trading partner
(Prazeres et al., 2021).

While the United States remains Latin America’s main
trading partner, the story is different if we look at South America,
where the People’s Republic of China has become the subregion’s
main trading partner, as reported by the u.s. House Committee
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on Foreign Affairs (Foreign Affairs Committee, 2022). Prazeres

and Zhang note that:
China’s rise as a trading power has had profound implications
for world trade over the past 20 years, and the biggest benefi-
ciaries include key economic sectors in Latin America and the
Caribbean (Lac). Trade between China and rac between 2000
and 2020 surged from $12 billion to $315 billion, a 26-fold
increase (Prazeres et al., 2021).

TOP EXPORT MARKETS

Graph 3 shows what Prazeres pointed out: both the United
States and the European Union were the main destination mar-
kets for Latin American exports in 2001. However, by 2021 most
Latin American and Caribbean countries had established a
greater trade flow with the People’s Republic of China.

China’s preferred international mechanism for strengthening
its relations in the region is Free Trade Agreements or Treaties
(FrAs). By 2005, China had signed and ratified a free trade agree-
ment with Chile. Then it signed another one with Costa Rica and
Peru in 2010, and with Ecuador in 2023 (Brown, 2023). On the
broader international perspective, China has signed Free Trade
Agreements with 25 countries, 4 of which are Latin American.

Beijing has thus prioritized bilateral free trade agreements
as the path to gain greater influence in the region. We have
mentioned some, but negotiations are underway to sign others
with Honduras, Nicaragua, Panama, and Uruguay (Brown,
2023).

In addition to the free trade agreements between Latin Ame-
rican countries and China, other countries in the region have
decided to adopt the yuan as their official currency in trade
exchanges with China instead of the us dollar, including
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Argentina, Bolivia, and Brazil, an indication of China’s growing
influence in Latin America and the Caribbean (Brown, 2023).

Another mechanism used by Beijing to expand and streng-
then its relations with the region is debt financing. Between 2005
and 2011, the China Development Bank (cpB) and the Export-
Import Bank of China (EBc) —China’s two main Development
Finance Institutions (Dris) — granted loans totaling us$75 billion
to Latin American countries (United Nations, 2011).

Professor Gallagher of Boston University reported that,
in 2010, “China granted 37 billion dollars in loans across the
region, an amount that exceeds the combined value of the loans
granted by the Inter-American Development Bank (IDB) and the
World Bank (ws) for that year” (United Nations, 2011).

Between 2019 and 2022, Latin America received a total of
Us$2.9 billion in loans from the latter two financial institutions
combined, reflecting a decline in the demand for those financial
instruments from 2015 onwards, as illustrated by Ray and Myers
(2022) in Figure 4.

The loans granted by China’s development financial institu-
tions between 2005 and 2022 totaled us$136 billion, with the
main recipients being Argentina, Brazil, Ecuador, and Venezue-
la (Ray & Myers, 2022).

Considering Professor Gallagher’s report that the total
amount granted by China’s development financial institutions
exceeds the combined amount granted by the Inter-American
Development Bank and the World Bank, China notably stands
as the main sovereign creditor for Latin America.

The term sovereign creditor means that the lender is not an
international institution or organization, but a State. Thus, the bi-
lateral relationship between States may take place either through
a public or a private credit, but it always happens officially.
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Opverall, this means that Latin America, as a region, owes
more money to the People’s Republic of China than to inter-
national financial organizations, which were created specifically
to solve global problems (Carrillo Hidalgo & Pulido Fernandez,
2012). To be clear, international financial organizations include
the World Bank and the Inter-American Development Bank,

among others.

The total amounts lent by the People’s Republic of China to
Latin American countries can be found on the website of the
Boston University Global Development Policy Center and The

Inter-American Dialogue.
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Venezuela is thus far the Latin American country that has
benefited the most from these loans — with a total of Us$60
billion obtained through 16 loans — followed by Brazil, with
us$31 billion through 14 loans, and Ecuador, with us$18.2
billion through 24 loans (Myers, 2021). Argentina has borrowed
17 billion dollars through 13 loans, Bolivia 3.2 billion dollars
through 9loans, Jamaica 2.1 billion through 11 loans, and Mexico
1 billion dollars through 1 loan (Myers, 2021).

All those are loans granted to Latin American countries
through China’s development institutions, but there are also
loans granted by China’s “Big Five” commercial banks: the
Industrial and Commercial Bank of China (1csc), the Bank of
China (Boc), the China Construction Bank (ccB), the Bank of
Communication (BoCom), and the Agricultural Bank of China
(aBC) (Myers, 2021).

Figure 4.
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But under the political structure of the People’s Republic
of China, the primary ownership of commercial banks
remains with the State, with only some shares owned by pri-
vate investors (Turner et al., 2012). The top Latin American
borrowers of these banks are: Argentina with 39 loans, Brazil
with 9 loans, Chile and Peru with 4 loans, Ecuador with 3
loans, Mexico and Colombia with 2 loans, and Venezuela and
Honduras with 1 loan (Myers, 2021).

We can thus appreciate both the financial capacity of the
People’s Republic of China and the various mechanisms it uses
to increase its influence in the region.

But the moves undertaken by the People’s Republic of China
to extend its network of influence are not limited to Latin Ame-
rica. The same strategy has been deployed in different parts of
the world.

It is a mechanism known as debt-trap diplomacy, consisting
of the deliberate use of financial resources owned by a develo-
ped country to influence developing economies and advance its
political and economic objectives (Alden, 2021).

Thus, we can say that “debt trap diplomacy is one of several
approaches that states employ to achieve foreign policy objectives,
actively creating positive and negative incentives” (Alden, 2021).

If we consider again the above data on the relationship
between the People’s Republic of China and Latin America,
we can see that two-way trade and development financing are
the two main tools that characterize the relationship, potentially
leading to a dependence on the part of the receiving countries
— 1n this case, Latin American countries.

Financial instruments are particularly appealing because
most of them offer rates close to commercial levels — or even
commercial levels — however, they all rely on participation by
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Chinese companies to carry out the projects to be financed,
and the China Development Cooperation Agency (CIDCA) must
develop and coordinate the strategy to deploy the aid granted
(Alden, 2021).

The situation gets even more complex if we consider the
increase in the number of institutions created around China’s
“Belt and Road Initiative” (BRI), which remains relevant despite
its main center of action focusing on Europe and Asia, conside-
ring that the New Development Bank of the BRICS is located in
Brazil (Alden, 2021).

Interestingly, although such loans are indeed attractive to
Latin American political leaders, they are subject to no requi-
rements in terms of governance standards or project viability
and therefore include special confidentiality clauses to guarantee
repayment priority over other creditors (Wintgens, 2023).

Regarding debt payment, Alden points out that China adopts
a different approach for oil-rich countries in both Africa and
Latin America (e.g., Venezuela and Ecuador), tying loans to an
agreed volume of oil exports at a fixed price (Alden, 2021).

Indeed, starting in 2008, China started using commodity-
backed loans — particularly focusing on oil — and since then
Venezuela has signed a number of such agreements for a total
of usD 44 billion, Brazil for usp 10 billion, and Ecuador for usp
1 billion, all in 2009. Ecuador later added more loans, one in
2010 and two more in 2011, with the latter loans totaling UsD
3 billion (Gallagher et al., 2013).

A 2021 study titled “How China Lends: A Rare Look into
100 Debt Contracts with Foreign Governments” found that
loans granted by Chinese state-owned firms combine standard
commercial and government loan conditions, but they also
introduce new conditions that will both leverage the borrower
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and ensure repayment priority, and those new clauses often
extend the lender’s influence over the debtor’s foreign and
economic policy (Gelpern ez al., 2022).

Regarding the first point, the authors argue that post-2014
agreements with Chinese state-owned firms include or refer to
very strict confidentiality clauses where the debtor must pledge
not to disclose the terms of the contract or any other related
information unless required by law (Gelpern ez al., 2022). The
study also found that 30% of contracts require debtors to have
a special bank account to effectively serve as collateral and
guarantee loan repayment (Gelpern et al., 2022). Also, three-
quarters of the contracts analyzed contain the so-called “No
Paris Club” clauses, and all China Eximbank and ¢pB contracts
include clauses giving the lender the right to terminate and
demand full repayment of the loan if the borrower defaults on
loans to other lenders (Gelpern ez al., 2022).

Concerning the second point, the data collected by the
researchers revealed that 50% of the ¢DB contracts include cross-
default clauses that can be invoked with actions ranging from
expropriation to acts broadly defined by the sovereign debtor as
adverse to the interests of “a PrRC entity” (Gelpern et al., 2022).
Furthermore, all contracts state that diplomatic relations be-
tween the People’s Republic of China and the debtor state will
be severed in the event of default, giving the creditor the right to
demand immediate repayment of the loan. Finally, the authors
found that more than 90% of Chinese contracts contain clauses
that allow the creditor to terminate the contract and demand im-
mediate repayment if a significant legislative or political change
takes place in the debtor or creditor country (Gelpern et al., 2022).

We can thus deduce that the strategy used by the People’s
Republic of China in its relations with Latin America is not
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unique, as the same practices have been observed with other
countries, and therefore with other regions. This situation raises
the question of a potential neo-structuralism in the region,
drawing on the structuralist theory defined by EcrLAac and advo-
cated by Raul Prebisch, whereby developed States extract raw
materials from underdeveloped States and then provide them
with manufactured products.

It could also be argued that the situation gives rise to a rela-
tionship of dependence, placing the People’s Republic of China
in a position to make demands related to international politics
and geopolitics, as has already been observed in the case of
Taiwan.

Equally important, the contractual terms described in the
study above go against the values upheld in liberal democracies,
specifically regarding factors associated with transparency, inclu-
ding the acquisition of strategic assets from debtor countries, as
mentioned above.

INCREASING RELATIONS BETWEEN THE PEOPLE’S

REPUBLIC OF CHINA AND LATIN AMERICA

The increase or deepening of relations between Latin America

and the People’s Republic of China started in 2015, the year

when China’s “1+3+6” Cooperation Scheme was deployed,

utilizing:
trade, investment, and financial cooperation as driving forces,
and identifying energy and resources, infrastructure construc-
tion, agriculture, manufacturing, scientific and technological
innovation, and information technology as cooperation priori-
ties), actively explore the new “3x3” model for capacity coope-
ration (which refers to jointly building the three major passa-
ges of logistics, electricity, and information in Latin America,
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enabling healthy interactions among the enterprise, society, and

government, and expanding the three financing channels of

funds, credit loans, and insurance), and speed up quality impro-
vement and upgrading of the cooperation between China and

Latin America and the Caribbean. (Ministry of Foreign Affairs

of the People’s Republic of China, 2016).

Accordingly, the following proposals were approved at the
China-cerac Summit held in 2015:

a special infrastructure credit from China for usp 20 billion;

preferred credit lines of up to UsD 10 billion and a USD 5 billion

fund, and a special agricultural cooperation fund of up to USD

50 million more (Crivelli Minutti & Brutto, 2018)

Also, a scheme for exchange among political parties, local
governments, and young people was created to facilitate the new
cooperation stage between the two actors. To that end, China
promised to invite 1,000 political leaders from CELAC member
states to visit China over the next five years and to provide 6,000
scholarship grants, 6,000 training positions in China, and 400
master’s degree seats (China-cerac Forum, 2015). The forum
also hosted the launch of the “Moving toward the Future”
program, “aiming to train 1,000 young leaders from China and
Latin America and the Caribbean and to continue to implement
the youth training program in the region” (China-cELac Forum,
2015). (China-ceLac Forum, 2015).

Beijing is thus demonstrating its interest not only in strengthe-
ning its diplomatic relations with the region but also in seeking
a greater realization of its national interests through soft power
and the use of economic and trade mechanisms. An increase in
trade and cultural exchange could lead to greater cooperation
to achieve a definitive solution to the situation in Taiwan,
considering that, as mentioned earlier, 7 of the 13 countries that
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currently recognize the Republic of China are located in Latin
America.

The People’s Republic of China has demonstrated its stra-
tegic commitment and its geopolitical positioning in the region
with the “Policy Paper on Latin America and the Caribbean”
published in 2016 and a proposal to sign a Free Trade Agree-
ment with CELAC in 2017.

CONCLUSIONS

This study has pointed out the complexity of bilateral relations
between Latin America and the Caribbean and the People’s
Republic of China, discussing economic, cultural, social, and
political aspects arising from them.

Geopolitics, which was originally considered to be exclu-
sively related to the changes occurring in the geographical
context, has now evolved to include elements unrelated to physical
territory, which is why we now speak of geopolitics without
territory.

The data analyzed showed a considerable increase in China’s
trade activities in Latin America and the Caribbean, facilitated
by various instruments including foreign direct investment, loans
from Beijing-dependent entities, and bilateral trade with various
actors. A significant example is the increase in trade flows, as
evidenced by a comparative analysis of the evolution of China’s
share of Latin American exports between 2001 (roughly 1%)
and 2023 (34%).

While the region’s economic growth and increased trade with
China may be considered beneficial, the data point to an increase
in the region’s dependence on the Chinese market. China has
positioned itself as the region’s second-largest trading partner
and South America’s largest trading partner.
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The loans granted via Beijing-dependent entities, albeit
attractive, have proven to entail a certain vulnerability in the
event of non-compliance with the contractual terms, potentially
having a negative impact on the region.

China is leveraging soft power to strengthen its relations and
geopolitical position in the region through political exchanges,
local governance, and youth programs. The increase in scho-
larships offered for undergraduate, graduate, and postgraduate
programs also plays a strategic role in this regard.

The increase in China’s engagement in Latin America
between 2015 and 2019 had a significant impact on the region
in the economic, social, and political spheres. While it helped
drive economic growth in various countries in the region, it
also posed a number of challenges relating to the diversification
of the economy and the adoption of democratic mechanisms,
among other regional pursuits. China’s current positioning in
the region has reshaped geopolitics, bringing about greater
alignment with Beijing’s interests in the international arena.

It 1s thus important to emphasize that countries in the region
must establish mechanisms and policies to promote a greater
balance of power in bilateral relations with the People’s Republic
of China, ensuring that such relations continue to be benefi-
cial while at the same time not jeopardizing the interests and/
or sovereignty of countries in the region. Furthermore, benefits
cannot be enjoyed at the expense of freedom of action for
countries and individuals alike. Also, for countries that have not
established formal or even partial bilateral relations with China
(like Guatemala and Paraguay), the implications of establishing
diplomatic relations with Beijing to the detriment of bilateral
relations with Taipei must be properly explained to lobby groups
that can put pressure on their governments in that regard.
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All in all, the increase in Chinese engagement with Latin
America during the reported period has proven to be a complex
and multi-faceted phenomenon. Its impact will continue to
be the object of study and debate in the coming years as the
relationship between China and Latin America continues to
evolve.
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ABSTRACT
The authors argue that the covip-19 crisis emerged as an exo-
genous variable affecting the international system, with the
measures taken to curb the spread of the virus having a sig-
nificant impact on the major structures of the global eco-
nomy and opening up an opportunity to expand the influen-
ce of the rising world powers. The findings indicate that the
effects of the pandemic on the production structure occu-
rred only during the first year, following the measures taken
to mitigate the severity of the pandemic. China increased
its upward momentum in trade and profited from shaping
the knowledge structure to put an end to the pandemic.
Despite having a Free Trade Agreement in place with China,
Peru did not turn out to be a priority, while trade, diploma-
tic, and credit ties with Ecuador were maintained and even
strengthened.

Keywords: covip-19, world powers, China, small countries,
Ecuador, Peru, influence.

THE SHIFTING RELATIONS BETWEEN SMALL

ANDEAN COUNTRIES (ECUADOR AND PERU)

AND GLOBAL POWERS (CHINA) FOLLOWING

THE COVID-19 PANDEMIC

In March 2020, following the report of about 4,000 deaths
caused by the coronavirus disease (COVID-19) in various regions
around the world, the World Health Organization (WHO) de-
clared the outbreak a pandemic (wHo, 2020). Faced with that
context, States opted for immediate suspension of activities,
confinement measures, and border closures in order to stop the
spread of the virus (OECD, 2020). The impacts of those decisions
on the global economy were manifold.
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At the economic and production level, the Gross Domestic
Product (GpP) contracted by -3.4% during the first year of the
pandemic. This figure was 2.5 times higher than what was
reported during the 2008 financial crisis. As for the financial sec-
tor, the year 2020 saw a substantial devaluation of shares and an
increase in market volatility, reaching levels comparable to those
of the 2008 crisis, as reported by the World Bank (2020). Against
this backdrop, the central banks of advanced economies took
measures to offer credit directly to large businesses and stepped
up their asset purchase programs. Meanwhile, developing eco-
nomies and emerging markets saw record capital outflows and
an increase in sovereign lending spreads, as reported by Hordahl
and Shim (2020).

The covip-19 pandemic also brought to the fore the close
link between the ownership of patents and licenses for drugs
and technologies and the ability of countries to position them-
selves in the global trade and knowledge system. Herrero and
Belardo (2021) argue that the availability of technical knowledge
became a crucial factor that significantly impacted international
relations, especially between leading powers like China and sma-
1l or developing countries, including those in the Andean region.

In the political arena, policy decisions were focused on
curbing the spread of the virus and mitigating the negative eco-
nomic impacts of the health crisis (Boettke & Powell, 2021). As
a result, foreign policies adopted competitive and individualistic
approaches, reflecting global patterns akin to extractive, discri-
minatory, and colonizing dynamics, as suggested by Bump ez al.
(2021). These authors argue that such approaches resulted in
weakened international responsiveness and governance.

As such, the health crisis had a significant impact on the main
structures of the global political economy, where businesses,
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practitioners, and states allinteract, asit affected everything from
the economic, financial, and political spheres to even the world’s
body of knowledge. With that context in mind, Strange (1988)
identified four differentiated structures: production, finance,
policy, and knowledge. Accordingly, it is argued that changes in
such international structures lead to shifts in the actions taken
by the actors involved in them (Waltz, 1979). It is thus sugges-
ted that measures adopted to address the pandemic may have
led States to adapt their intervention approaches, as expressed
in the formulation of their foreign, trade, and cooperation
policies. Such adaptations came as a direct response to the cha-
llenges arising from the pandemic and its impact on the global
setting.

In this context, some countries have had to adjust their
model of development and integration into the world eco-
nomy so as to follow the major global powers, as is the case of
Andean countries. This is particularly true in the cases of Ecua-
dor and Peru, which have directly tied their development aims
to their relations with leading world powers, even before the
pandemic (Neumann & Gstohl, 2006). Thus, the health crisis
presented itself as an opportunity for major powers to expand
their influence over such developing countries.

So by looking at an exogenous variable that had a signifi-
cant impact on the international structure, the study highlights
the importance of assessing the impact of the pandemic on the
global economy. Accordingly, we can also point to the importance
of looking at the relations between major economic powers and
the countries that were most vulnerable to the effects and threats
arising from the pandemic. The aim of this research was thus
to understand the effects of such shifts in the global political,
economic, and financial structure following the covip-19
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pandemic on the ties between China — a major world power —
and small countries from the Andean region (Ecuador and Peru).

THEORETICAL AND METHODOLOGICAL
CONSIDERATIONS

According to data published by the wHO, the coviD-19 pandemic
did not arise directly from the global economic structures, sugges-
ting that its origin might have been zoonotic — transmitted from
animals to humans — or linked to a laboratory incident (CNN,
2022). The pandemic thus emerged as an exogenous variable
whose origins were unrelated to international power structures
but rather surfaced as a by-product of the overall dynamics of
the global economy, leading in turn to direct repercussions on
economic and political relations.

As such, scholars dealing with International Political Eco-
nomy have argued that the global political economy involves
four major interrelated structures (Strange, 1988). First, the
economic structure is defined as that which determines the nature,
origin, and process of production of raw materials, manufactu-
ring, and services (Strange, 1995). Second, acknowledging the
increasing influence of finance in the world economy, they point
to the financial structure whereby both credit and the values of
the currencies underlying it are originated (Strange, 1988, p. 88).
Third, the security structure defines who will be protected by
security measures, what is considered a threat, and what price
should be paid for that (Strange, 1988). Security is built around
the institutional framework underpinning the State, meaning
that it 1s directly linked to the decision-making process adop-
ted by the State. Fourth, (Strange, 1988) the authors point to a
knowledge structure that determines how knowledge is accumu-
lated, stored, disseminated, and generated.
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Thus, the very existence of major world powers hinges
on their ability to shape the structures of the global political
economy (Strange, 1988). When it comes to the production
structure, power means having control over the system of
production of goods and services. In the political structure, power
1s manifested as control over the security of others, whether via
threat or defense, and as the ability to persuade others in multi-
lateral organizations. In relation to the financial structure, power
1s related to the ability to drive and influence credit. As for the
knowledge structure, it is the capacity to influence technology,
religion, and ideas that denotes the existence of power.

In this context, China’s evolution over the past decades
reflects a growing capacity to shape international structures and to
benefit from that. China’s economic and political rise, promoted
since the late 1970s, has resulted in accelerating economic growth
and a high level of investment and exports for the country,
coupled with rapid manufacturing infrastructure development
(Hang, 2017; Bergsten et al.,2021). Indeed, between 1978 and
2010, the average annual GDP growth rate of this country was
8.72% (Chow & Li, 2002, p. 253). Such a development has
led China to establish itself as the world leader in commodity
exports since 2015, remaining the world’s second-largest eco-
nomy by GDP volume, the world’s largest exporter, and the country
with the largest foreign exchange reserves (IMr, 2022). As a result,
the country has emerged as a leading power on the rise.

China’s progress in this regard is unique in its ability to
combine scale with sufficient speed to drive and shape global mar-
kets. As such, the Chinese economic growth generated a whole
new income flow that emerged beyond the control of internatio-
nal financial institutions, capital markets, and donors, providing a
basis for a higher degree of policy autonomy in highly indebted
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exporting nations (Carranco, 2018; Jepson, 2019). As a result,
China emerged as one of the main drivers behind the commodity
boom between 2002 and 2013.

But beyond its analysis as a major world power, it 1s worth
looking into how it engages with small countries. Along those
lines, the study of International Relations has traditionally
focused on relationships between major powers. However,
from the perspective of International Political Economics,
such emphasis placed on States with power has been ques-
tioned to favor the analysis of the role and behavior of small
nations in the international economy (Tussie, 2015). In this
context, the concept of a small country involves a series of
demographic and geographic criteria, but there are never-
theless nations that may not conform to those criteria and
still show a conceptual profile that is consistent with that
behavior and its associated vulnerabilities.

Literature on small nations has focused on a series of
discussions related to how they should be conceptualized and
how they relate to major global powers. Some have argued that
small countries owe their status to factors including population
size, geographic area, or per capita Gross Domestic Product
(GDP). Sutton (2011) has proposed a conceptualization that has
been widely adopted in International Political Economics, posi-
ting that the notion of a small country should refer to a country
with 1.5 million or fewer people that is primarily characterized
by a set of vulnerabilities that are not shown by other nations.

Alternatively, authors such as Baehr (1975) and Lee & Smith
(2010) argue that, regardless of territorial and demographic
factors, small countries should be defined simply in terms of
their limitations. Along that line of thinking, the realist approach
to International Relations identifies such nations as those that
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constitute relatively weak actors within the international system,
have little influence in the world of power politics, and, as a
consequence of that condition, are subordinated to the strategic
interests of the major world powers (Morgenthau, 1948; Hanggi,
1998; Neumann and Gstohl, 2006). Similarly, the neorealist
approach posits that small countries do not constitute dominant
players in the system, as they lack the capacity to influence or
alter it (Waltz, 1979).

In contrast to such realist views, others have pointed to the
factor of dependency among nations, where benefits may not be
equally guaranteed for all parties. According to this view, small
countries are those that must subject themselves to the strategic
interests of the major world powers as a mechanism to ensure
their continued existence, considering their inherent weaknes-
ses (Salgado, 2015). As such, small countries are understood as
actors engaged in dependent relationships that result in asy-
mmetrical political and economic ties with actors having a greater
degree of power.

Ecuador and Peru provide two cases of nations that can be
understood from this line of analysis, as they have a dependent
relationship with China. Bertéla & Ocampo (2013) argue that
“the bulk of Latin American countries have not been able to
overcome the tendency to specialize in production by exploiting
natural resources” (p. 14). As such, having constituted themselves
as Latin American countries with export-based economies, both
Ecuador and Peru have subjected themselves to foreign capital.
Thus, both South American countries stand vulnerable in their
relations with one of their main trading and financial partners:
China.

Consequently, the cases of Ecuador and Peru were selected
for this study because both Andean countries have China as
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their main trading partner and thus enable comparison between
a country that has had a Free Trade Agreement in place (Fra)
with China since 2010, Peru, and a country that, until 2023,
did not have an rra in place with China. In addition, we have
proposed a qualitative methodological analysis to establish coun-
terfactuals and thereby assess the economic, financial, political,
and knowledge impacts created by the pandemic and its effects
on the ties between the studied countries.

Changes in relations between China and small nations were
thus assessed using information from 2019, prior to the onset
of the covip-19 pandemic, to 2022, two years after the onset of
the crisis, as far as data were available. The aim was to perform
a comparative analysis of the data recorded before, during, and
after that exogenous variable regarding their ties in the econo-
mic, financial, political, and knowledge spheres.

THE IMPACT OF THE COVID-19 PANDEMIC ON

CHINA’S RELATIONS WITH ECUADOR AND PERU

The effects of the pandemic hit the major world powers and
advanced economies belatedly thanks to the financial measures
taken to reduce the economic and political impact of the crisis.
In the economic, financial, political, and knowledge spheres
— as well as at the global level — the effects of the pandemic
were concentrated in the year 2020; however, in the case of
major world powers, some variations were evident after the first
year of the health crisis as compared to the previous years (see
Table 1).

In the economic landscape, China was part of the minority
of states that showed positive growth in the year the pandemic
was declared (2.2% for 2020), and the figure rose significantly in
2021, reaching 8.1% (World Bank, 2023). However, in 2022, the
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Chinese economy grew by only 3%, one of the lowest growth
rates since its economic upswing began. Nonetheless, China’s eco-
nomy has shown a greater capacity to reshape such a structure.

According to the United Nations (UN) (2023), the impact on
the economies of those major powers was linked to new waves
of covip-19 infections that led to disruptions in supply chains.
China opted for a “zero covip” policy, which remained in force
until late 2022 and relied on the confinement of large popula-
tion areas in order to curb infections. Such extreme measures are
reportedly behind the underperformance of Chinese production
in 2022 (uN, 2023). Yet, despite China’s restrictive measures, the
country’s contribution to world Gpp growth continued on its
upward trend.

Regarding the financial structure, in 2021, China’s inflation
rate was even lower than pre-pandemic levels (World Bank,
2023). China also continued its upward trend in contribution to
global foreign exchange reserve holdings, driven by an increased
value of Chinese assets in other currencies. That, in turn, indi-
cates that China’s production growth is also being reflected in
monetary performance indicators.

Concerning the political structure, China reported 9
million 626,714 infections (John Hopkins Coronavirus
Resource Center, 2022). Although the data coverage repor-
ted by China raised questions about its accuracy, the country
pushed the narrative that its management of the pandemic
had outperformed that of other world powers, portraying its
governance and control model as efficient (Cabestan, 2022;
Urbano, 2022). Furthermore, looking at policy decisions,
China’s healthcare spending increased in 2020, echoing the
significance attached to the risk the pandemic crisis posed to
the country’s development.
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Table 1.
Effects of the COVID-19 pandemic on China

China
Structure Indicators

2019 2020 2021

GpP Growth (%) 5,95 2,24 8,11

L) GDP per capita Growth (%) 5,58 2,00 8,01

Production ’ o ’ ’

Coontribution to world GpP (%) 21,38 21,74 22,06

Inflation (%) 2,89 2,41 0,98

Finance

Percentage distribution of
world foreign exchange 1,945 2,185 2,655
reserves (%o, average)

Number of patent applications 1328067 1441086 1538604
Knowledge
covip-19 vaccine patent 573
applications
References to pandemics in _ 3 B

Politics/ National Security Strategies
Security

Healthcare spending (% of GDP) 5,35 5,59 N/A

Prepared by the authors with data from: World Bank, 2023; eca-Europe,
2022; ¥, 2022; wipo, 2022; National Security Strategies Archive, 2021; Mi-
nistry of National Defense of the prc; World Bank, 2023 & wro, 2022.
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As for the knowledge structure, the availability of informa-
tion on the pandemic, along with the number of patents filed
to counter it, served as an indicator of who had sufficient power
to end it and even benefit from it. In China, patent filings for
all sectors increased in 2020 and the trend continued in the
following years. Furthermore, according to the World Intellec-
tual Property Organization (wWiro, 2022), following the covip-19
vaccine rollout in 2021, China was the leading patent filer for
that particular product with 573 applications.

Also, among the top 16 patent applicants for pandemic-
related vaccines, there were nine Chinese medical institutes,
research centers, and pharmaceutical companies (wipo, 2022).
Thus, the wealth of knowledge, particularly on the develop-
ment of the vaccines needed to counter the health crisis, was
largely concentrated in China. This major country was thus
able to leverage the power inherent in the knowledge struc-
ture to successfully weather the pandemic storm nationwide,
spearhead the sale and donation of vaccines internationally,
and influence the distribution of vaccines around the world.

As such, China’s rise during the pandemic became evident
not only in the economic structure but also in the various aspects
that provide actors with power in the global political economy.
Given such circumstances, China’s growing capabilities may
have also led to shifts or enhancements in the country’s relations
with smaller nations. That is why it should be relevant to look
into the Asian country’s ties with the Andean States.

First, the booming China-Ecuador relationship gained
further momentum during Rafael Correa’s administration
between 2007 and 2017 (Zapata, Castro, & Benzi, 2018). The
closeness between the two nations has its roots in a discourse
that runs counter to the deregulation, trade liberalization, and
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privatization policies promoted under the Washington Consensus,
as well as in China’s need to diversify its sources of commodities and
position itself as an alternative to conventional financial markets
(Rodriguez, 2020).

However, after Lenin Moreno was sworn in as president of
Ecuadorin 2017, the areas of intensified relations with China
shifted as dialogue with traditional international financial ins-
titutions was resumed (Rodriguez, 2020). Similar circumstan-
ces unfolded during Guillermo Lasso’s administration, who
came to power in 2021 and opted to focus his attention on
relations with the United States. Relations between Ecuador
and China, for their part, have not waned thanks to the trade
ties between the two countries.

Meanwhile, Peru has maintained strong diplomatic and eco-
nomic ties with China since 2004, when Peru announced its
recognition of China as a market economy to the then-Chinese
President, Hu Jintao (Macciotta & Biderbost, 2023). This made
Peru the third Latin American country to officially recognize
the People’s Republic of China (Chan, 2019). Five years later, in
2009, Peru signed an rra with China.

The advent of the pandemic not only maintained but also
reinforced China’s presence in those Andean countries (see
Table 2). On the economic front, China remained Peru’s main
trading partner. Furthermore, by 2020, China had positioned
itself for the first time at the top in the ranking of Ecuador’s
non-oil export destinations (Banco Central del Ecuador, 2023).
That is indicative of the Asian giant’s growing production ties
and its capacity to cope with the trade limitations imposed by the
pandemic, especially in terms of transportation systems.

The economic front was further impacted by the sale and
distribution of vaccines. In 2021, u.s. pharmaceuticals led

183



vaccine sales in Peru, with no less than 60% of the vaccines used
in the country coming from Pfizer. In Ecuador, however, over
50% of vaccines were of Chinese origin, either from Sinovac or
CanSino (Wilson Data Centre, 2021). Thus, China’s interest in
the Ecuadorian market manifested itself not only in the traditio-
nal trade balance but also in health care.

Hence, the health crisis brought to the forefront the impor-
tance of China-Ecuador trade. Consequently, an Ecuador-
China rra was announced in the first quarter of 2022, and it
was later signed in 2023.

Their close trade relations resulted in four rounds of negotia-
tions that took place in a record time of ten months (Ministry of
Production, Foreign Trade, Investment and Fisheries, 2023). It is
therefore the trade links that are arguably behind China’s diplo-
matic and economic attention to Ecuador, over other countries
like Peru, with which it already has a free trade agreement (Fra).

Regarding the financial structure, neither the China Develo-
pment Bank nor China Exim-Bank granted loans to any Latin
American country in 2020. After the pandemic, however, Ecua-
dor remained the third Latin American country with the highest
debt with those institutions, totaling usp 18.2 billion; and their
financial relationship is also made evident by three loan agree-
ments signed with two Chinese commercial banks (Myers, 2022).

Meanwhile, Peru remained largely uninvolved with Chinese
financial institutions, butin 2021 it received a loan from a Chinese
commercial bank focused on the mining sector (Pu & Myers,
2022).

Despite China’s financial penetration in the Andean coun-
tries, during the covip-19 pandemic, conventional financial
institutions—primarily financed by the u.s. —regainedrelevance.
The mvr deployed emergency response mechanisms to offset the
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economic effects of the pandemic, authorizing for 2021 one of
the largest cash injections in the history of the institution. In
that context, Peru received usp 1,818 million in Special Drawing
Rights, as a proportion of its IMF quota, and Ecuador received
usp 1,000 million (ivr, 2021). As such, Ecuador’s debt with
the M amounted to usD 8.2 billion by 2022 (1mr, 2022). While
Ecuador resorted to traditional financial institutions and did not
accrue further debt to China, Peru maintained its overall credit
interactions low, but actually increased its debt to China.

As for the political structure, Ecuador and Peru showed signi-
ficant differences, with the former organizing several diplomatic
visits to China while the latter none. In the case of Ecuador,
the visits to China that former President Lenin Moreno made in
2020 and President Guillermo Lasso made in 2021 were centered
around trade discussions (Presidency of Ecuador, 2021). And
those conversations with China eventually led to Fra negotiations
by 2022.

In that context, China’s trade interest in Latin American
countries that do not have an rra in place with China was made
clear in the White Paper published in 2016 on China’s policy
framework for Latin America and the Caribbean, which stressed
China’s status as a strategic partner for the region. The docu-
ment also raises priority issues for relations with Latin America
in political, trade, social, cultural and humanistic, and coopera-
tion matters (Roncal, 2022). Thus, China’s attitude towards the
region during and after the pandemic merely reinforced what
had already been established in the White Paper.

Lastly, regarding the knowledge structure, in 2022,
China announced that it would grant 5,000 scholarships to Latin
American students over the next three years (China-CELAC Joint
Action Plan for Cooperation in Key Areas 2021, 2022-2024).
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Table 2.
Changes in China’s relations with small countries (2019-2021).

Structure Variable
Imports (USD)
Exports (UsD)

Trade Balance (usp)
Economy/

Production o .
Position in trade rankings of small

countries (non-oil exports)

Position in trade rankings of small
countries (non-oil imports)

Share of Sinovac-CoronaVac and
CanSino vaccines used (%)

Loans from China and Chinese
commercial banks (amount)
Financial

DI small countries (USD)

Number of diplomatic visits

Politics
Total mentions of Latin
America in White Papers

Total value of donations made during
the covin-19 pandemic (UsD)

Knowledge Number of students in China

Prepared by the authors with data from Trade Map (2023); Central Bank
of Ecuador (2022); Pro Inversiéon Peru (2023); Wilson Data Centre (2021);
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2019

3.642.230

3.628.574

-13.656

61779,3156

Ecuador

2020

4.320.756

3.252.314

-1.068.442

97768,2685

24.000.000

2021

5.459.574

5.483.432

23.858

50

61160,7217

2019

15.195.599

8.513.082

-6.682.517

308700

Peru

2020

14.735.456

8.865.726

-5.869.730

666100

34.000.000

Latest report (2017): 2,200 Latin Americans

studying in Chinese universities.

2021

24.184.656

13.302.116

-10.882.540

28

1131100

Ecuador’s Office of the President (2021-2022); National Security Strategies
Archive (2022); China’s Ministry of National Defense (2023).
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The investment reflects China’s interest in shaping not only the
production structure but also the origin and dissemination of the
knowledge that drives it. In addition, the closeness achieved wi-
thin the educational structure allows for a greater understanding
by small Andean countries of the Asian culture and outlook, and
how they differ from Western values.

CONCLUSIONS

The advent of the covip-19 pandemic and its effects on the
global scale revealed the vulnerabilities both of the structures
of the global economy and of the States that interact within it.
However, they also provided an opportunity for advancement
to major world powers. This analysis shows that China met
the pandemic with a growing advantage in the production and
knowledge structures.

The Asian giant took advantage of such a unique circum-
stance to demonstrate its rise to power in shaping international
structures to its advantage. Furthermore, by analyzing the effects
of the covip-19 pandemic on relations between major world
powers and small countries, a difference was revealed between
Peru and Ecuador, determined by the existence of rras with
major world powers. To that end, China was able to leverage the
vulnerability of small countries in order to advance its interests.

Thus, considering the pandemic as an exogenous variable
made it possible to analyze the implications of an external crisis
on the global economy, the great world powers, and the small
countries. This points to the importance of further analysis of the
effects on other major world powers, on international response
patterns and governance, and their long-term implications.

It also raises the importance of studying China’s comparative
advantage in the global production and knowledge structures
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and its practical implications. The analysis also points to poten-
tial areas for further analysis of the scope of China’s areas of
interest in relation to the Andean countries that go beyond a
narrow focus on trade links. Similarly, as the expansion of
China’s influence can be seen beyond the production level, it
should also be worth looking at the practical implications of its
expansion in the Andean region.

RECOMMENDATIONS

This analysis has shed light on a number of areas of study
that deserve more detailed attention in the context of the
coviD-19 pandemic and its impact on global power structures.
First, it remains paramount to delve deeper into the economic
impacts of the pandemic on the global economy, examining
in detail how it affected international trade, production, and
supply chains. This research could shed light on the strategies
adopted by different countries and regions to face the subsequent
economic challenges.

Also, China’s rise as a global power during the pandemic
certainly merits further analysis. Understanding how China
leveraged its advantage in the production and knowledge
structures to advance its influence internationally will prove
essential to understanding emerging power dynamics in the
21st century. This line of research could shed light on China’s
power procurement strategies and their implications for global
governance.

Another relevant line of research concerns the analysis of
relations between great world powers and small countries in the
context of the pandemic. Analyzing the differences between
Peru and Ecuador in terms of their trade agreements with major
world powers provides a useful starting point for examining how
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those relationships shape the ability of small countries to deal
with global crises like the pandemic.

International governance is also worthy of attention, as the
pandemic may have led to changes in global decision-making
and in the effectiveness of international institutions. Looking
into such dynamics has become key to understanding how the
world 1s adapting to global challenges.

Importantly, we must not overlook the importance of
analyzing the long-term implications of the pandemic in terms
of economic policy, international trade, and geopolitical power.
The lessons learned from this may serve to inform not only
future policy decisions but also global cooperation efforts in a
post-pandemic world.

Finally, we should argue for the importance of conducting
in-depth research on the expansion of China’s influence in the
Andean region, looking at areas beyond the production sector.
Diplomacy, culture, education, and infrastructure will be key to
understanding the full scope of China’s influence in that strate-
gic region.
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EPILOGUE

The Cat and Mouse Ideologies Matter: The Rollback of Liberties
in Xi Jinping’s China.
Manuel J. Molano

DEVELOPMENT WITHOUT DEMOCRACY, CHINA’S
YEARNING FOR DEMOCRATIC COUNTRIES

There 1s a famous quote by Deng-Xiao-Ping from a speech he
made in the late 1970s about China’s shift to global markets:
“It doesn’t matter whether a cat is black or white, as long as it
catches mice.” (Buckle, 2018)

What did this mean for his people? In a word, I would say
“freedom.” Freedom to earn, freedom to choose, and freedom to
roam, wrote Mark Buckle, an American who was fascinated with
Chinese progress, in 2018.

But the story has played out differently. What Buckle saw
in 2018 was freedom, but Xi Jinping, the country’s leader, was
entertaining a different idea long before that. Xi is the strong-
man — or Secretary-General, if you want to be precise
with bureaucratic lingo — of the Chinese Communist Party
(hereinafter ccp), and Chairman of the Central Military Com-
mission. He 1is the political head of China since 2012. Xi
Jinping holds ideas that diverge considerably from those of Deng,
the great Chinese reformer and architect of China’s project to
reopen the country to the world, which reached a watershed
moment a few years after he died in 1997. China’s great chan-
ge came in December 2001, when “the middle nation” —
the literal translation of the two ideograms they use for the
country’s name — became a member of the World Trade
Organization.
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While Mao serves as a textbook example of the failures of
central planning for production in countries, Deng stands as an
example of how to turn a socialist-authoritarian regime into a
state-capitalist economy. Another example, almost contempo-
rary to Mr. Deng’s, can be found in the Soviet Union, which
failed miserably in creating an institutional framework that
would allow them to reinstate a market economy while respec-
ting property rights. Gorbachev, the leader of the USSR, was
convinced that economic reforms — perestrotka, the buzzword in
those years — could come about without a glasnost, a political
reform conferring freedoms to the population. Here, the Ussr
failed and then collapsed. China appeared to provide proof that
such a development was possible.

Mr. Xi’s personal history may at least partially explain why
his stance is so different from that of Mr. Deng. A documen-
tary film produced by Deutsche Welle (2022) looks into Xi’s early
formative years, when his father, Xi Zhongxun, was serving as
an official in the Mao Zedong era. Xi Zhongxun was part of
the second generation of Chinese Communist leadership, which
fell out of favor with the regime during the Cultural Revolution.
And perhaps that is what has led Xi to try to assert his power by
trying to prove to critics within the ccp that he is more Maoist
than Mao. As a result, China has seen a rollback of freedom
concerning liberties that had been gradually won over decades,
especially since that clueless man walking with an errand bag in
the vicinity of Tiananmen Square in 1989 ended up standing
in front of a column of military tanks and partially halted their
advance amid a repressive massacre carried out by the People’s
Liberation Army against its own people.

But before addressing Tiananmen and the liberalization of
freedoms for Chinese people, we must talk about the repressive
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regime that preceded those events. To talk about the Cultural Re-
volution, we need to talk briefly about Mao Zedong, the leader
of the ccp from 1943 to 1976 and a staunch Marxist. The Cultu-
ral Revolution was a prolonged pogrom of hatred against those
who voiced opposition — rationally or otherwise — to Mao’s
policies. Also, Mao has been blamed for the Great Chinese
Famine of 1959 to 1961. Out of sheer ignorance, Mao — the
most influential political leader in China at the time, both in the
cpc and in the government — pushed through policies for the
collectivization of agriculture that led to shortages, starvation,
and death. This leader’s policies displaced farmers from land
on which they practically had millennia-old property rights and
favored policies like the Four Pests Policy: killing sparrows, rats,
flies, and mosquitoes under the argument that they were eating
the grain, ultimately making crops vulnerable to other pests,
including grasshoppers (Steinfeld, 2018).

After Mao — and thanks to Deng — China did see a transi-
tion from socialist authoritarianism to state capitalist authorita-
rianism. The process was indeed facilitated by the United States,
dating back to President Nixon’s administration. The United
States has always harbored concerns about a potential war with
China. The Chinese are many, they are disciplined, they have a
long history of warfare and they have amassed a large wealth of
technology with military applications over the 20th century and
now into the 21st century. You do not have to be a spy or have
access to confidential memoranda from u.s. intelligence agen-
cies to prove it. In 2017, the British weekly 7he Economist warned
about the so-called “Thucydides trap,” an idea recently popu-
larized by American political scientist Graham Allison which
holds that warlike conflict between an emerging power and a
declining one is inevitable.
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Henry Kissinger still lives, so we should ask him before
he dies whether the u.s. strategy towards China in terms of
building economic and commercial bridges had the desired
effects or only delayed an inevitable conflict. In 1971 Kissinger
paid a secret visit to China. It was a major scandal: a foreign
policy advisor of such a high rank talking to an enemy
power that might be supporting U.s. enemies from the region
because of their communist affiliation, including North Korea
and Vietnam.

Over the final quarter of the twentieth century, the U.s. made
cautious but systematic investments to create business opportu-
nities for China. That was probably an effort undertaken during
the 1970s and 1980s to move the country away from the scope
of Soviet totalitarianism. But then a kind of “Chinamania” took
hold of the u.s. and its businesses, especially in manufacturing,
as U.S. industrial consortiums wanted to get a foothold in China.
Other countries, including Germany and the rest of Europe,
followed suit afterward.

In 2006, the writer of this essay was working at Instituto
Mexicano para la Competitividad (The Mexican Institute for
Competitiveness), where the case of China was being studied
indeed with astonishment, but also with fear and concern. One
of my colleagues at the time, Francisco Fernandez, showed me
revealing evidence: China’s products actually came from u.S.
investments that were leveraging the cheap labor in the middle
nation. That was, and still 1s, only a partial explanation as to why
the North American Free Trade Agreement (NAFTA) was not all
that Mexicans had hoped for. Mexico ended up manufacturing
higher value-added products, including automobiles, for which
geographical proximity constituted the source of comparative
advantage, while China took the contracts for high-volume,
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low-value-added products, including textiles, apparel, consumer
plastics, and electronics, to name a few.

WINNIE THE POOH, FREEDOMS, AND

THE CHINESE ECONOMY

When the Chinese leader Xi Jinping visited the u.s. in 2013, the
Internet was flooded with memes showing a picture of Obama
walking with Xi alongside a picture of Winnie the Pooh and
Tigger looking very much like the two world leaders in both
figure and demeanor. In 2017, China censored Walt Disney’s
film Christopher Robin, which would be released the following
year. All toys, posters, and images of A.A. Milne’s endearing
character — at least in Disney’s version — were banned in the
Chinese market.

That might be an indication of the Chinese leader’s poor
sense of humor and thin skin, which in turn might suggest his
anti-democratic and intolerant character. That should not come
as a surprise to anyone. The Chinese have repeatedly and in
many different ways stressed that democracy and the notion of
a free society are cultural impositions from the West and have no
roots in Chinese culture and traditions.

The Winnie Pooh affair is also a reflection of Mr. Xi’s little
respect for private enterprise and property rights. And that should
come as no surprise either, as that was the main concern voiced
by u.s. critics of the rapidly growing pattern of U.S. corporate
mvestment in China. Protected under the international patent
system, products from U.s. firms began to appear under Chinese
brand names in global markets at ridiculously low prices. Indus-
tries like the u.s. steel industry have had ongoing concerns about
low prices in China, which are not just driven by low labor costs.
Steel mills are local government businesses that systematically
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ignore capital costs in order to create jobs and secure additional
sunk investment funds from the Chinese national government.
Other industries including light manufacturing have repeatedly
voiced concerns among China’s competitors over the fact that
China effectively employs quasi-slave labor with no collective
bargaining possibilities and no social security or tax systems to
regulate their activities.

The writer of this essay worked in the textile-garment indus-
try in Mexico between 1997 and 2000, around the time when
China was beginning to become dominant in global markets and
just before the country acceded to the World Trade Organiza-
tion. In 2000, the dollar price of the manual labor content of
manufactured apparel dropped to one-third of its 1997 level.
Finished garments came to the Mexican, Canadian, and uU.S.
markets at sales prices well below the integrated cost for highly
eflicient firms in Mexico. Such is life, and such are today’s mar-
kets. Many of the companies that saw great promise in the
Mexican “maquila” of certain low-value-added products had
to close down, not only in Mexico but also in other countries
competing with China. For the first two decades of this century,
many economists were appalled by that idea, as it became
increasingly clear that China’s model of state capitalism allowed
for the free movement of capital between sectors, disregarding
intellectual property, and driving artificially low prices under a
paradigm of zero freedom for Chinese workers. Over those two
decades, the cases of suicide at FoxConn — the firm hired by
Apple to produce its electronics — emerged as hard evidence
that there was a dehumanizing and illiberal process underway in
that country, propelling its growth at rates of over 8% per year
while undermining growth in other countries with democratic,
trade unionist, and freedom-based traditions around the world.
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SAVINGS AND INVESTMENT,

THE SOCIALIST SACRIFICE

One of the things that pro-China economists rub in the face of
the rest of us is China’s sky-high savings and investment rates.
At rates of over 50% of GDP each year, it would appear that
much of the Chinese economy’s secret to unlimited growth was
investment.

Some of the investments are quite impressive, including the
high-speed rail network, currently the largest on the planet. It is
actually larger than all the other existing networks added toge-
ther. In Latin America, enthusiasm for investment in infrastruc-
ture has found a strategic ally in China.

With only a few exceptions, China has lent large amounts to
most Latin American countries, just as it has done in Africa, the
Middle East, the Pacific, and other regions of the developing
world. For most of those countries, the debt to China has become
practically unpayable. As a consequence, such economic ties will
make 1t difficult for countries indebted to China to shift their
ideology towards liberal democracy, and they are more likely to
opt for authoritarian regimes.

The socialist formula demands sacrifices from the popula-
tion to ensure the development of countries. That has been a
deep-rooted tradition in Marxism-Leninism. The case of China
1s no exception. The Chinese state needs a high rate of savings
and investment to build the country that its leaders envision, one
that has to rely on a population living in hardship. China does
not have an open capital account with the world. Its currency,
the renminbi, has limited convertibility to other currencies.
Chinese nationals cannot freely invest in bonds, stocks, and other
assets outside China or denominated in currencies other than the
local currency. But there 1s a downside to such a strategy. If you
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save more than 50 percent of your income, you will eventually
run out of domestic businesses where that capital can make a
reasonable return.

High levels of savings and investment are not a hallmark of
Marxism. Some analysts have called this strategy “The Asiatic
mode of production” because that is what Japan did after 1945
and South Korea after the war with the North in 1950-53.

Consumer prices are quite high, tax rates are quite high, and
the mandated savings rates — through pension schemes, for
example — are quite high. That is how each worker can be given
a larger capital endowment, eventually leading to improvements
in labor productivity. But such a model will eventually run out
of steam because you cannot keep both the capital market and
consumption in check forever. Livelihood decision-making
within households relies on consuming portions of their accu-
mulated wealth and refraining from any additional efforts. Eco-
nomies are thus left without any incentive to grow, which has
been the case in Japan for the last two decades.

In China, a large share of such investments ended up in real
businesses, leading to a speculative bubble. The downfall of
Evergrande — a real estate conglomerate whose ability to repay
loans relied on inflated property prices — has had ripple effects
on the Chinese economy. But already before the insolvency
of the firm in 2021, there were signs that investment oppor-
tunities in the Chinese economy were drying up. Empty cities,
empty roads, and trains going nowhere were some of the signs
from as early as the 2010s. The Chinese economy is missing a
key ingredient for the proper functioning of markets: individual
initiative, and a State that wishes for the prosperity of its citizens.
Instead, the Chinese state is concerned about the prosperity
of the Chinese, lest citizens become wealthy and decide to
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become free and dispense with the higher bureaucracy and
the ccp.

Naturally, all this has given rise to all kinds of parallel markets
that enable the country’s citizens — especially those of high net
worth — to buy assets in places where property rights are better
enforced. Just like the wealthy in Russia, Latin America, the
Middle East, Africa, and other corners of the developing world,
high-net-worth individuals in China would much rather park
their wealth in the u.s. or Europe, or at least Australia. That is
also the origin of the Chinese government’s outright rejection
of cryptocurrencies — and of its unfailing discomfort with the
recent decline in the real value of the u.s. dollar. With the depre-
ciation of the dollar, U.s. debtors have significantly reduced the
value of their debt to Chinese creditors, and, of course, such a
transfer of wealth to the U.s. does not sit well with the Chinese
government.

However heavy-handed the regime may be, the exodus of
capital has been relentless. But even so, the Chinese economy
may well grow at a rate of over 5%. In an editorial published
in March 2023, the British magazine The Economust claimed
that this year’s forecast — “around” 5%, according to the offi-
cial forecast issued six months ago — will not be particularly
impressive, as conditions are not conducive to growth. For one
thing, orders from the u.s. have declined following the Biden
administration’s  strategy to reduce the U.S. economy’s
dependence on China.

There have also been some self-inflicted blows: China’s
coviD-19 strategy has been absolutely draconian. And although
it has since been rolled back, it continues to weigh on the capa-
bilities of the Chinese economy, even at the time of writing this
essay, in October 2023.
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An additional note on the Chinese economy: it is actually
two economies. We have all been impressed with the images of
Chinese cities full of cars, people, and super-modern buildings.
But the story is quite different from the point of view of the rural
fringe, as people there live just as medieval peasants did in
Europe. In urban China, policymakers aim to produce some
12 to 13 million jobs per year. For a country with a population
of 1.5 billion, that figure is ridiculous. Instead of just trying
to create jobs, the Chinese — and other developing countries
as well — must find ways to create various kinds of opportuni-
ties (education, entrepreneurship, and employment) for citizens,
especially in sectors where wages are the lowest. That is precisely
in those sectors where progress, technological disruption,
and growth may be highest, and where resources may be
caught up in the inefficiencies, in order to produce weal-
th in those activities, goods, and services with the greatest
economic potential.

CHINA IN THE GLOBAL ARENA
China’s ambition of “setting the terms of a new world system
[...] certainly seems clear enough in the Party-state’s official—
and officially permitted—narrative [...] [which] differs in critical
ways from the essentially open and pluralist operating system
of the international schema it aspires to replace.” (Ford, 2015,
p-441). Thatis, in any event, the account given by Dr. Christopher
Ford, a wu.s. diplomat and academic who is a leading
expert on China. But then Ford adds to the above statement:
Beyond vague imaginings of a world in which Asia has been
reconstructed along Sinocentric lines and everyone in the rest of
the world accords the Middle Kingdom the respect and honor
it feels it deserves as the civilizational center of humanity and
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engine of global peace and harmony, there is as yet little sign

of concrete thinking, much less of planning for precisely how to

create such an order (p. 441).

Ford claims that it may well be that those Confucianist ideas
that constitute preconditions for China’s desire for supremacy
are indeed constituting the impediment to the development of
a plan to build such an order. Indeed, under classical Confu-
cianism, the preeminent moral authority alone will instantly
establish political authority as a result of recognition by others.
One thing that has gone unchallenged, Ford says, is the fact that
China at the very least imagines itself as the undisputed hegemo-
nic power in Asia, but, at the same time, the Chinese do not see
themselves as hegemons because colonialism is a Western idea
that holds no interest for them. They simply “know” that they
deserve global leadership — one where they will not become the
world’s police enforcer like the u.s., but rather “the father of all
nations” (Ford, 2015, p. 445).

That wish would materialize all of a sudden in the digi-
tal realm with the launch of a social media platform that has
become widely viral around the world (TikTok) and with the
disruptions China’s great digital wall has created in the operation
of Internet sites outside of China. The u.s. has responded with
technology blockades on companies such as Huawei and by
preventing artificial intelligence technology from ending up in
the hands of the Chinese.

The recent difficulties the U.s. has been facing since the finan-
cial crisis of 2008-09 — perhaps coupled with the crisis-ridden
American democracy after President Trump — have prompted
China to try to export and spread its ideology to compete with
that of the u.s. (Ford, 2015, p. 449).
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THE FUTURE

Western liberals are banking that China will not be able to
sustain its development trend unless it adopts some of the
behaviors of Western liberal democracies: direct voting, political
representation, iron-clad property rights, individual, corporate,
and ideological freedoms, and all those things that Xi Jinping
and his acolytes in the Chinese government and ccp say have
come as “cultural impositions from the West.”

But we liberals might be wrong. There is no conclusive sta-
tistical evidence in economic development theory of a signifi-
cant correlation between economic growth and freedoms or
democracy. The long-term momentum of free and democratic
nations may well be greater than that of authoritarian ones,
which typically experience growth in waves that will quickly
dissipate. That is at least the hope of those of us freedom en-
thusiasts who, following McCloskey and other historians, agree
that humanity has progressed like never before following the Age
of Enlightenment and the establishment of broader freedoms
for individuals. As much as Xi Jinping and the world’s dictators
may not like the idea, the success they have enjoyed over the
20th and 21st centuries has stemmed from the success of free,
capitalist, and democratic nations. The economic spillover effects
have even reached their authoritarian confines, no matter how
much the authoritarians in every country like China try to keep
people “making sacrifices” for the sake of the revolution or some
utopian idea.

People will typically flee from authoritarian and poor places
like Venezuela. Without prosperity, China would quickly become
a highly repressive nation and a breeding ground for migrants.
Moreover, the impoverishment would lead to a crisis where
people would inevitably ask for more personal freedoms — if
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they were to stay. In the more than five thousand years of exis-
tence of that nation — arguably one of the world’s oldest nations
— that phenomenon has certainly taken place many times.

In the late 1940s, Chinese nationalists fled to the island of
Formosa, known today as Taiwan. With regulations and policies
more akin to those of Western liberal democracies, the Taiwa-
nese have become a global technology powerhouse, even as they
are based on an atoll with virtually no natural resources and
despite China’s refusal to grant them political independence. The
same happened to the Chinese residents of Hong Kong, who
lived for a century under the rules of the British commonwealth:
they prospered against the best predictions of their socialist neigh-
bors. As such, the ccp is now seeking to take over Taiwan and
Hong Kong. Just like other socialist regimes, and despite their
impressive turn towards capitalism in the last decades, in the
end, they did not deliver much more than misguided illusions,
madness, and death — and that is why they must now try to take
hold of any form of wealth they can get their hands on.
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